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what are new plants made 


Into a new plant clo (--1 me lile Me] (oh Melire 
concrete—machines and. metals, 
manpower and money. 


More important, however, is the skill, the 
experience and the resources of the planners 
and constructors. The engineering and 
construction firm that stands behind the plans 
of a new plant may well hold the key 








to its future success 


ON ariCMileline- Ulta mel) ((i-ule-1 a oleksere) 
has engineered and constructed more than 
two billion dollars of new plants. Ebasco can 
be brought into action the moment the need 
for new facilities is recognized—can cover 
every step from site selection, preliminary 
planning, engineering, actual construction, 
right through initial plant operation. 


Ol ars-1a 7a meole- meh Zell (e]e)[-ym eleeleuilere] | \Varelate 
economically, in building both large and small 
projects. Every new plant handled by Ebasco 
receives the same quality engineering and 
construction—the mark of Ebasco projects 

all over the world. 


Our booklet—“The Inside Story of Outside Help” 
tells the story of Ebasco and its services. 

For a copy, without obligation, write 

Ebasco Services Incorporated, 

Two Rector Street, New York 6, New York. 


NEW YORK + CHICAGO =: DALLAS 
PORTLAND, ORE. + WASHINGTON, D. C. 


Appraisal * Budget « Business Studies * Consulting Engineering 
Design & Construction « Financial * Industrial Relations * inspection 

& Expediting * Insurance, Pensions & Safety * Purchasing * Rates 
& Pricing * Research « Sales & Public Relations *« Space Planning 
Systems & Methods * Tax « Traffic * Washington Office 
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help OVEC supply 


15 BILLION 
— AWHRS 
OF POWER 
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Clifty Creek Plant near Madison, Indiana, is scheduled for completion 
by the Spring of 1956. Unit No. 1 began delivering power in late Jan- 
vary 1955. The Clifty Creek Plant will be owned, operated and 
maintained by IKEC. Its six units will have a total capacity of 
1,200,000 kw—20 per cent larger than the Kyger Creek Plant. Ameri- 
can Gas and Electric Service Corp. is the plant design engineer. 






bestellen: 


Once again America’s private electric companies have 
| demonstrated their resourcefulness. By combining 
their knowledge, skills and resources, 15 prominent 
utilities have accomplished a job of tremendous pro- 
portions quickly and efficiently—a job which would 
have been too big for any one company to handle. 
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By next year, two new power plants—now under con- 
struction as a result of cooperative planning by the 
15 companies comprising Ohio Valley Electric Corp. 
and its subsidiary, Indiana-Kentucky Electric Corp.} 
—will be ready to supply more than the 15-billion 
kilowatt-hours of energy annually required for the 
process of uranium diffusion at the new Portsmouth 
Area Project. This huge block of power is greater 





than that used by New York City and is almost half 
as much electricity as is produced in all of France. 


Eleven B&W Boilers of the type shown here will generate steam A number of factors relating to fuel, transportation 
at the two new plants which will supply oll electricity required and transmission were responsible for the choice of 
for the great atomic production center known as the Portsmouth sites—both on the Ohio River—for the two power 


Area Project. It is the largest and perhaps most significant single 7 
undertaking in the history of the electric utility industry. plants needed to meet this great demand. Now par- 
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Kyger Creek Plant—to be owned, operated and maintained by OVEC—will have 
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five units with a total capacity of 1,000,000 kw. Unit No. 1 began delivering power 
in late January 1955, a full month ahead of schedule. The last unit is scheduled 
for completion by early 1956. Sargent & Lundy of Chicago is the design engineer. 


tially completed, Kyger Creek and Clifty Creek 
plants will eventually have a combined capacity of 
2,200,000 kw, and while Clifty Creek will be larger, 
the two plants will be similar. 


Kyger Creek’s five B&W Open-Pass Boilers will each 
produce 1,330,000 Ib of steam per hr at 2000 psi and 
1050 F, with reheat to 1050 F, and six B&W Boilers 
of the same type and size will furnish steam for kilo- 
watts at Clifty Creek. The utilization of high tem- 
peratures, high pressures and reheat at both plants 
will place them among the most efficient and eco- 
nomical in operation. Together with a comparatively 
low fuel cost, this high efficiency rate will hold down 
the ultimate cost of the power produced there. 


The choice of B&W Boilers and allied equipment 
for a project of this importance is an expression of 
confidence in B&W’s contributions to efficient steam 
generation through intensive research and develop- 
ment covering nearly a century. We will be glad to 
discuss your boiler needs at your convenience. 
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7Appalachian Electric Power Company* ° The Cincinnati Gas & 
Electric Company * Columbus and Southern Ohio Electric Com- 
pany ° The Dayton Power and Light Company °* Indiana & Michigan 
Electric Company* * Kentucky Utilities Company * Louisville Gas 
and Electric Company * Monongahela Power Company** * Ohio 
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Indiana Gas and Electric Company * The Toledo Edison Company ° 
West Penn Power Company** 





*Subsidiary of American Gas and Electric Co. 
**Subsidiary of The West Penn Electric Co. 
***Subsidiary of Ohio Edison Co. 








The Babcock & Wilcox Company, Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 
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wth the Codltors 


§ is becoming increasingly clear, as fed- 
eral power projects become more 
mature in their relationship towards cities 
and other distributors depending on them 
for supply, that the exact extent of fed- 
eral responsibility has never been defined 
as a matter of long-range policy. What 
should be the /imit of such responsibility ? 
Should it vary for different areas, or for 
different projects? And what are the 
underlying justifications for the federal 
government assuming such responsibility 
to provide local areas with electric service ? 


THESE troublesome questions, which 
might have been answered in the form of 
an over-all forthright federal policy 
declaration vears ago, are only now com- 
ing to the fore for a number of reasons. 
The main reason is the rapid growth in 
the demand of cities and other wholesale 
customers for more and more wholesale 
power supply which has so far been 
furnished by these federal projects. Is the 
federal government going to meet this de- 
mand by building more power plants ad 
infinitum, even though it might be clearly 
shown that the general taxpayer is being 
charged with part of the cost? 


STILL another reason for policy delay 
has been the confusion and uncertainty in 
the past over just what role the federal 
government was supposed to play in pro- 
viding wholesale electric utility service in 
project areas. In retrospect it would ap- 
pear that the confusion in the beginning 
was deliberate to some extent. Ushered in 
under the guise of constitutional functions 
of government, such as flood control, irri- 
gation, etc. (with power relegated to a 
“by-product” or “surplus” status), the 
power production role of the federal gov- 
ernment has now reached such great pro- 
portions that it can no longer be disguised. 
It has obviously developed into the main 
and almost sole purpose of the continued 
expansion of some federal area project 
programs. 





W. D. WORKMAN 


Zo E studied avoidance in the past of 
the main reason for federal power 
projects is underscored in the rapid emer- 
gence of steam-generating plants. Non- 
existent during the early days of such 
projects as the Tennessee Valley Author- 
ity, the federal steam plant was introduced 
first as a subsidiary adjunct, designed to 
make the hydro supply more effective. To- 
day, the steam plants in the TVA area 
have long since outpaced the capacity of 
the hydro and have assumed predominant 
status. 


STILL another reason for the long delay 
in recognizing this critical policy question 
of federal responsibility has been the con- 
fusion over what it actually does cost the 
government. Obscured by the exchange of 
charges and countercharges as to whether 
federal power was self-supporting or sub- 
sidized, there was no objective and au- 
thoritative analysis of cost factors by any 
outside agency charged with a fact-finding 
responsibility. 


More recently, the Hoover Commis- 
sion on government reorganization and 
its task force on water resources have 
shed some light on this subject and it is 
not reassuring from the taxpayer's point 
of view. The recent statement of the U. S. 
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DODGE Jol-hated : TRU CKS > WITH THE FORWARD LOOK! 


LOWEST PRICES! Many standard models 
of Dodge trucks are priced lower than all other 
makes! Yet with these low prices, quality-buiit 
Dodge trucks are dependable as ever. 


HIGHEST POWER! Power-Dome V-8 en- 
gines, with 169 to 202 hp., are the most power- 
ful of any leading trucks. Save time, save on 
operating costs, with these short-stroke V-8’s! 
You'll save with Dodge thrifty 6’s, too! 





THE FORWARD LOOK! Now Dodge brings 
the Forward Look to trucks. New wrap-around 
windshield (biggest of any make!) means added 
visibility and safety! More reason why you 
should look at Dodge before you buy any 
truck. Why not phone your dependable Dodge 
truck dealer, today? 




















in federal subsidies is not to be lightly dis- 


missed. 


THE difficulty of managing federal 
services for local area benefits in such a 
way that they will not be a drain on the 
general taxpayer is not a new problem, of 
course. Indeed, it has always been almost 
an inescapable problem wherever such 
services are provided by a national govern- 
ment, as will be seen in the record of the 
socialized utility services in Great Britain 
and other European countries. The diffi- 
culty is in setting up some outside control 
mechanism which will resist the tendency 
to follow the politically popular practice 
of providing utility services for local areas 
below cost. 


io lee E federal government is not alone in 
this problem of setting up a control 
mechanism to insure the relative solvency 
of public power project operations. Both 
supporters and critics of publicly owned 
power operations, and a good segment of 
the general public, were surprised last vear 
by the news that South Carolina’s cele- 
brated experiment in state-owned power 
production was in serious financial diffi- 
culty. The announcement came from the 
then retiring governor of the state, James 
F. Byrnes, who called for a legislative in- 
vestigation of the affairs of the South 
Carolina Public Service Authority, popu- 
larly known as the Santee-Cooper project. 
Since then, a broad investigation has been 
authorized by the South Carolina general 
assembly and a special joint committee of 
legislators and laymen has been formed 
to report to the next meeting of the legis- 
lature in January, 1956. 


THE opening article in this issue is in 
the nature of an interim report on the 
background and progress of the Santee- 
Cooper investigation. It is an investigation 
which may have widespread repercussions 
on the future direction of public power de- 
velopment in the Southeast and elsewhere. 
The author is W. D. WorkMav, JR., a 
South Carolina correspondent for a num- 
ber of newspapers in that area. His work 
as a journalist began in 1936. 
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Chamber of Commerce that the TVA 
power program has cost over $600,000,000 
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GEORGE D. HALLER 


[oo D. HALLER, whose article on 
“Zoning and the Utilities” begins on 
page 231, is a professor at the Detroit 
College of Law. He isa graduate of Notre 
Dame University (PhB in journalism) 
and received his legal training at the Uni- 
versity of Michigan (LLB). Following 
service in World War II as a Major in 
Marine aviation, he served as Michigan 
attorney for the old Office of Price Ad- 
ministration. For the past eight vears he 
has been on the Detroit College faculty. 


ee years ago an enterprising Balti- 
more educator took up with his local 
telephone company the problem of teach- 
ing children the proper use of the tele- 
phone. The company soon found that 
the problem was by no means confined to 
schoolchildren or business school grad- 
uates. There developed, as a result, a new 
course, complete with specialized text- 
books, pedagogy, and working classroom 
models. JAMES H. COoLLtns, professional 
writer of California (in his article begin- 
ning on page 238), tells us the fascinating 
story of why this interesting form of in- 
struction came about, how it works, and 
how it is being more widely used as an 
instrument of modern education. 


THE next number of this magazine will 
be out September Ist. 


Zt, Cin. 
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300% MORE SERVICE CALLS 
tin One Cay 
WITH NO STRESS OR STRAIN 


KARDEX Customer Service System at work “Public Relations in Action.” Faced with ever- 
in a New England public utility boosts public increasing systems demand and ever-increas- 


relations and cuts costs daily. 300% more serv- ing records load, you will do well to look into 
ice calls have been handled in one day without this interesting booklet. 12 fact-filled pages 
stress or strain on the system or the personnel fully describe how public utilities can cut rec- 
who work with it. ord-keeping costs . . . speed customer service 

Kardex Visible service control is only one of . . . improve public relations. Send today for 
the efficient public relations tools described in your free copy. 


MRemiuinuztors. kernal. sion OF sPeRRY RAND CORPORATION 


Room 1840, 315 Fourth Avenue, New York 10, N. Y. 
Yes, I’d like to have free booklet X1498 








Coming IN THE NEXT ISSUE 


* 


THE TAX COLLECTOR—UTILITIES' SILENT PARTNER 


For years the public utilities of this nation have been cast in the réle of publicans by 
various government agencies for the simple reason that the monthly bill for public 
utility service is an ideal tax collector. The taxpayer cannot dodge or squirm. He does 
not fail to file his return nor does he claim more deductions than he is entitled to. 
He has to pay every last nickel right on the button, or do without his public utility 
service. It is not a happy réle for the public utilities, nor a willing one. Sidney P. Aller, 
financial editor of The San Francisco Chronicle, has written an incisive account of the 
manner in which public utilities are getting more and more into a special position on 
this tax collection business, not only at the federal level but all other levels of govern- 


ment. 


GOVERNMENT REGULATION OF BUSINESS: A CHALLENGE TO LAWYERS 


The problem of regulation is basically of major concern not only to lawyers but all 
American citizens. It is the problem of maintaining the balance between preservation 
of free private enterprise and protecting the over-all public interest in the rendition 
of public service. John B. Prizer, general counsel of The Pennsylvania Railroad, has 
made a thoughtful and philosophical review of the reasons behind public utility reg- 
ulation from the very beginning, and the difficulty of maintaining a safe middle course 
between overregulation and underregulation—both of which can be equally destructive. 
While the author is mainly concerned with the predicament of the railroads in their 
efforts to meet competition from other forms of transport, his analysis of the impor- 
tance of avoiding extremes makes this an excellent review of a long-standing yet 


pressing problem of business and government. 


FLORIDA'S PHENOMENAL PHONE PROGRESS 


In Florida everything grows fast, from plants to population, but apparently the sunny 
climate of the Peninsula state has had a phenomenal effect on growing more telephone 
poles and telephone stations. C. E. Wright, professional author of Jacksonville, 
Florida, has made a factual investigation of Florida's burgeoning telephone industry, 
poth for the Bell system and independent companies. While the telephone business is 
booming everywhere in the United States, as far as growth of stations and traffic are 
concerned, the actual facts and figures of what has happened in Florida seem almost 


incredible. 


* 


Al BO i4% Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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so many other old-fashioned hand operations it has been sup- 


planted by a machine which can turn out the product faster and 
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It took plenty of ‘‘elbow grease” to operate this oldtimer. Like 


more economically. 





VV BEN IT comes to the compilation of fig- 

ures, it’s just plain good sense to abandon 
hand operations in favor of machine tabula- 
tion. Take the important project of rate analy- 
ses for example—there’s no need to compile 
these figures in your office, tying up personnel 
and office machines, when you can farm out 
the job to us and get it much faster and 
cheaper. Our “Bill Frequency Analyzer’ can 
analyze between 200,000 and 300,000 bills a 


Recording & Statistical Corporation 
100 Sixth Avenue . 


New York 13, N. Y. 


Cranky in more ways than one 

















day and do the work in “One Step”. 


We can prove to you conclusively that the 
“One Step” method will save you 50% in cost 
and untold hours of time. Send us a sample 
of your billing sheet, a copy of rate schedules 
and an estimate of the number of customers 
billed on each rate and your frequency table 
requirements. We'll give you an estimate of 
costs without charge! 


c= 


‘Your key 
to better figures” 
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“There never was in the world two opinions alike.” 


SINCLAIR WEEKS 
Secretary of Commerce. 


RALPH J. CORDINER 
President, General Electric 
Company. 


RALPH W. STocKMAN 
Minister, Christ Church, 
New York, New York. 


. E. Hopson 
Director, Stanford Research 
Institute 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Excerpt from advertisement, 
Institute of Life Insurance. 


Henry G. Rirter, II] 
President, National Association 
of Manufacturers. 


CLEo F. Craic 
President, American Telephone 
and Telegraph Company. 


DonaLp J. COWLING 
Cofounder, Spiritual Mobilization. 
(Nondenominational organization 

working on government, social, 
and economic problems.) 


—MONTAIGNE 





“IT never have had anybody tell me how a business 
can guarantee an annual wage to ‘X’ number of people 
if bad times come.” 


> 


“One out of three of our employees—70,000 out of 
210,000—are employed today on products that did not 
exist fifteen years ago.” 

¥ 

“We need less psychological tinkering which takes 
ourselves apart and more sound philosophy which serves 
to pull ourselves together.” 


> 


“Every new industry, new product, new system, or 
new technique is based on an earlier effort in funda- 
mental scientific exploration.” 


° 


“Busted bubbles—from John Law’s Mississippi boom 
to the 1929 debacle—do not come so much from un- 
warranted optimism as from the unwarranted belief that 
tomorrow is today.” 


? 


“Half our present work force is making and selling 
things that were unknown in 1900. There are new ca- 
reers today in industry, in science, in the arts, in farm- 
ing—-in almost every type of work.” 


> 


“Business needs millions of new partners. Investment 
is the lifeblood of industry and it is needed as never be- 
fore to create new business and to expand old ones. We 
must look to the millions rather than to the few for 
equity capital.” 


* 


“Not only is the country growing... use of the tele- 
phone is growing at an even faster pace and we see no 
letup ahead. As we make our service better and faster 
—as we make it more attractive and easy to use—that 
certainly will not fail to stimulate additional demand. 
In short, the better we do our job, the more of it we 
shall have to do.” 


e 


“This epidemic of un-American individuals, which is 
now plaguing us, started in Washington. Socialism 
never became a real menace in this country until it 
took root in our federal government. It came from the 
top to the bottom. Its leadership can be traced to a few 
institutions and a very few individuals. After the “‘blood- 
less political and social revolution’ got under way in 
government, it began to show in our schools and 
churches. The infiltration is deeper than most people 
realize.” 
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Field forces are always within 
earshot with Bell System 


mobile facilities 








You get the most efficient use of company vehicles 
when you can reach your maintenance crews by tele- 
phone at any time. The Bell System offers several 
types of Mobile Radio arrangements. 





General Service: Your fleet can be reached from 
any telephone. Also, your field forces can call any 
telephone reached by the Bell System. 


Dispatching Service: Your dispatcher can talk to 
any units in your fleet. 


Signaling Service: Your maintenance crews can 
be signaled over this one-way service and carry out 
any prearranged instructions, such as calling your 
ofice from a public telephone. 


Private Mobile Systems: Radio equipment will be 
provided and maintained for eligible radio licensees. 
You get the advantages of Bell System engineering, 
installation and maintenance experience. 


Mobile communications can be engineered to meet 
your specific requirements. For a free survey of your 
needs, simply call your Bell Telephone representative. 


BELL 
TELEPHONSLS 


SYSTEM 








TELEPHONE TELETYPEWRITER MOBILE RADIO 
TELEMETERING AND REMOTE CONTROL CHANNELS 








FOR CLEANER 
COOKING 





Columbia Gas System 


delivers a modern miracle - 
24 Hours-A-Day! | 





{ FOR CHEAPER 
j DRYING 





FOR INSTANT 
HOT WATER 


SRP ROR RES 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 


AUGUST 18, 1955—PUBLIC UTILITIES FORTNIGHTLY 





La 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 


NAME — 


FIRM 





ADDRESS 
PUFI 
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A 7,000,000 


Success Story 


Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 
500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 


rated output in excess of 7,000,000 horsepower. | 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


| 
i 
Interior view of spiral casing at Norris 


; 
An illustrated copy of our booklet entitled,| 
“WATER POWER EQUIPMENT,” will be sent} 


to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 
Newport News, Virginia 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 


can sound decisions be made. 


¥ Reports Commonwealth's specialists—with 
Business Surveys years of experience in financial work, 


° | engineering, taxes, insurance, and the 
Appraisals 


many other phases of today’s business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 


ee 














Se Ae! 


As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


AR MRR RHEIN 


*“*A man's judgment 
is no better 

than the facts 

at his command..." 


GET THE FACTS! 


We invite your inquiry. Write for our booklet 
describing in detail the many services avail- 
able to you. 

Address: Department E 

20 Pine Street, New York 5, N.Y. 





. TIGATIONS § 
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REPORTS 
FINANCING 
power. ACCOUNTING 
TAXES 
stocks, INSURANCE 
PENSIONS 
: rakes | DEPRECIATION 
7 VALUATIONS 
ows. epiteniniemaistiameseee COMMONWEALTH ASSOCIATES INC. 
; RATES 
. 7 - 
titled, PURCHASING 204 ne Seed, New Yok 5. M4 Y. 
INDUSTRIAL & PUBLIC RELATIONS re ° 
e sent nana fucks Michigan Wishinglm. DC 
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“Iron Clad” 
Wood Preservation 


It has been estimated that the modern wood preserving 
industry, based primarily on the creosote treatment of wood, 
has saved the nation the equivalent of 500 million acres of 
forest lands in the past fifty years. And the outlook is even 
better for the future. Improvements and refinements in the 
basic creosoting process have rendered creosote treatment 
more effective than ever. 


What part has the American Creosoting Company played 
in this picture? Amcreco was founded over fifty years ago 
by C. B. Lowry who also invented the first practical com- 
mercial method of creosote treatment. And since the day 
it was founded, the American Creosoting Company has been 
concerned with improving the quality of creosote treatment 
and building an organization that could offer the best of 
service to the public. 


Today we have 23 treatment plants and 12 sales offices > 


conveniently located for prompt domestic or export ship- GY wowny rrocess "y 

ment. The next time you are in need of treated poles, cross BS creosoreD woop Vs 

arms, conduit and other construction timbers, we would ap- & Kimce 190- A 
UY 


| / 
preciate the opportunity to quote on your needs. i —<e 


— ) 











AMERICAN CREOSOTING COMPANY 


INCORPORATED ad 


Georgia Forest Products Company 
Gulf States Creosoting Company 
Georgia Creosoting Company 
Kettle River Company 


Shreveport Creosoting Company ff 
Colonial Creosoting Company 
Federal Creosoting Company 
Indiana Creosoting Company 


LOUISVILLE 2, KENTUCKY 
12 FIELD SALES OFFICES TO SERVE YOU 
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Cleveland "80” uses long reach, accurate pipe handling, 
teams up with trencher on tough 10-mile water line job 


KIEFFER BROTHERS, contractors 
of Mount Carmel, IIl., matched 
their Cleveland Model 140 
trencher and Model 80 side 
crane against 10 miles of really 
rough work on a 10-inch cast 
iron water main job in Loo- 
# gootee, Ind., this winter. They 
report their decision paid 
off well in both time and 
money saved. 


Cutting the 10-mile line 
through hilly terrain alongside 
acurving road, Kieffers’ 
trencher maintained a fast, 
dependable pace overcoming 
frost and plenty of Indiana 
sandstone. Despite the tough 
digging in close quarters, the 
“140” left a clean trench ready 
for pipelaying. 

Kieffers’ “80” kept the pipelay- 
ing operation up close, usually 


only a couple of joints behind 
the trencher. The one-man- 
operated “80” picked up the 
pipe strung along the opposite 
side of the road, turned on its 
maneuverable full crawlers 
and accurately positioned the 
pipe for fast, easy installation. 
The Model 80’s large, easy-act- 
ing hydraulic clutches and 
smooth handling brakes and 
boom hoist which placed and 
held pipe exactly to required 
positions also are responsible 
for its outstanding speed and 
accuracy when employed as a 


backfiller. 


Your local distributor will show you how Clevelands do more— for less 
THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 
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Cleveland's perfect operator visibility 
and well placed foot and hand controls, 
clearly shown in these photos, keep 
operators at top efficiency for top pro- 
duction all day long. 




















GaA mete 


FOR DOMESTIC AND 
INDUSTRIAL GAS 
MEASUREMENT 

AND CONTROL... 


‘e i 


=~ | 


The services of the Sprague 
Engineering Staff are at 
your disposal at any time. 


THE METER COMPAN 


BRIDGEPORT, CONN. 


BRANCH OFFICES IN HOUSTON, TEXAS, 
DAVENPORT, IOWA, LOS ANGELES AND 
SAN FRANCISCO, CALIFORNIA 
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*] AUTOMATIC 
PLANT OPERATION 


RESEARCH 





























“We have discovered automatic controls which can replace management!’ 


AUTOMATION IS HERE. Each copy of 


Electrified Industry has many ideas which your large 
customers can use to make their operations auto- 
matic and profitable. It helps you mechanize your 
selling, too, by making good calls on industrial 
customers, at 21¢ each. Your power salesman can 
tell you how this magazine helps them to maintain 
better-than-ever customer contact and to increase 


your net revenue. 





BE SURE TO SEND Today's Business to your lead- 
ing store-and-office customers. It builds your com- 
mercial revenues, helps modernize your communities. 





PAN) 
y ° 
ELECTRIFIED INDUSTRY ~ Vocliags Mhuinaes 
Martin Publications — 20 No. Wacker Dr., Chicago 6 
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INTERNATIONAL 


International Harvester Builds MCCORMICK® Form Equipment and FARMALL® Tractors... Motor Trucks... Industrial Power... Refrigerators and Freezers 
Top TV comedy! Ronald Colman and Benita Hume in “The Halls of Ivy, CBS-TV. See your paper for date, time and channel. 
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angs a minute... 
to save you the BIG money 


Here’s a beating your truck will never 
have to take. This INTERNATIONAL Truck 
is pounding over the Belgian Block course 
—«a torture track so bumpy that, at only 
12 miles per hour, the wheels slam up and 
down 1,400 times a minute. It is so rug- 
ged that a new driver takes over after 
each 20 miles of the 400-mile test. 


We torture INTERNATIONAL Trucks this 
way to be sure that the sheet metal, cabs, 
springs, and all running parts will stand 
up longer under the worst kind of punish- 
ment. So that our trucks will have utmost 
roadability, minimum wheel fight, maxi- 
mum comfort. It’s all a part of INTERNA- 
TIONAL all-truck engineering and design 
to save you the BIG money — the operat- 
ing and upkeep money. 





INTERNATIONAL engineers are never 
called on to adapt passenger car engines 


or components to truck use. As a result, 
every INTERNATIONAL is built with extra 
margins of strength to save you the BIG 
money in the long run. 

Proof of these savings comes from the 
cost records of operators who have made 
INTERNATIONAL the heavy-duty sales 
leader for 23 straight years. And the same 
engineering that piled up this record 
stands solidly behind every INTERNA- 
TIONAL model. 

Yet with this extra value, INTERNA- 
TIONAL Trucks are often priced as low, 
and sometimes lower than comparable 
models of other makes. Before you buy 
any truck, let your INTERNATIONAL 
Dealer show you the right INTERNATIONAL 
for you — all-truck built to save you the 
BIG money! 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 





You save the BIG money in utility service hauling with all-truck built 
INTERNATIONALS. 9 light-duty models with Service-Utility body, 2 four- 


wheel-drive 


and 9 medium-duty chassis to 16,000 Ibs. GVW. Axle 





and transmission ratios for every need. 


All-Truck Built 
L RUCKS to save you 


Freezers 
annel. 
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General Electric 
Fluorescent 
Street Lighting 


Designed for the 


Tie 





0: 


Community of Distinction | 


& 


Quite frankly, fluorescent street lighting 
is designed for the above-average community, r 
For fluorescent is the signpost of progres: 
and prosperity. It’s a symbol of a town with) 
pride—pride in its people—pride in its gov- 
ernment—pride in its hospitality—pride in 
its capacity to cast aside the old and embrace 
the new. 


This is street lighting that says to the 
world—here is a good place to live, to work, 
to play, to shop, to invest. Here is a city} J_ 
a Com 





well-managed, clean, attractive 
munity of Distinction. 








For those fortunate cities whose official 
are alert to progress, General Electric offers } 
its services to assure the finest fluorescent 
street lighting any city can install. 


The full story of G-E fluorescent street 
lighting is told in a new bulletin, GEA-60%. 
You can get a copy from your nearest Gif [— 
Apparatus Sales Office, or by writing to 
Section 452-159, Outdoor Lighting Depart. 
ment, General Electric Company, 140 
Western Avenue, West Lynn 3, Mass. 





“Out of Darkness.” a new, dramatic film 
story of how one community met its stree 
lighting problems, is now available for shou: 
ings to civic groups, community service organt 





zations, etc. This 16-mm. sound, black a | 

white movie runs 26 minutes. Borrow a priti 

of “Out of Darkness” from your nearest G4 

Apparatus Sales Office. R 
L 
co 
HW 


Progress /s Our Most Important Product 


GENERAL@Q ELECTRIC |~ 
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AUGUST-SEPTEMBER 





Thursday—18 


Society of American Mili 
tary Engineers begins west 
ern regional 

Seattle, Wash. 


convention, 


Friday—19 


eImerican Insitute of Elec- 
trical Engineers ends 5-day 
Pacific general meeting, 
Butte, Mont. 


Saturday—20 


American Water Works 
p {ssociation, New York Sec- 
tion, will hold annual meet- 
Y. Sept. 


7-9. Advance notice. 


ing, Saranac, N. 


Sunday—21 


Mid-West Gas Association 
will hold gas school and 
conference, Ames, Towa. 
Sept. 7-9. Advance notice. 





Monday—22 


American Bar Association 
begins annual meeting, Phil 
adelphia, Pa. 


Tuesday—23 


Stanyord Research Institute 
ends 2-day symposium on 
electronics in automatic pro- 
duction, San Francisco, Cal. 


Wednesday—24 
West Coast Electronics 
Manufacturers Association 
begins show, San Francisco, 


Thursday—25 


Michigan Independent Tel- 
ephone 


hold annual 


Association will 
convention, 








Cal. Grand Rapids, Mich. Sept. 
8, 9. Advance notice. 
Friday—26 Saturday—27 Sunday—28 Monday—29 
American Society of Civil New Jersey Gas Associa Independent Natural Gas Appalachian Gas Measure 


Engineers, Hydraulics Di- 
vision, ends 3-day meeting, 


Berkeley, ¢ al, 


tion will hold one-day meet- 
ing, Spring Lake, N. J. 
Sept. 9. Advance notice. 


Association of America 
will hold annual meeting, 
Jasper National Park, Jas- 
per, Alberta, Canada. Sept. 


11-13. Advance notice. 


ment Short Course begins, 
Morgantown, W. Va. 








Tuesday—30 


Rocky Mountain Electrical 

League will hold annual 

convention, Jackson Hole, 

Wyo. Sept. 11-14. Advance 
notice. 





Wednesday—31 


Instrument Soctety — of 
America will hold annual 
conference and exhibit, Los 
Angeles, Cal. Sept. 12-16. 
Advance notice. 





SEPTEMBER 
Thursday—1 


National Association of 
Motor Bus Operators will 
hold annual convention, Chi- 
cago, Ill. Sept. 14-16. 
Advance notice. 





Friday—2 


Rocky Mountain Telephone 
Association will hold an- 
nual convention, Salt Lake 
City, Utah. Sept. 15, 16. 
Advance notice. 
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Courtesy, General E ctric Company 
Atomic Power for Public Service at 
West Milton, New York 
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Santee-Cooper Authority 
Investigation 


Last year, the retiring governor of South Carolina, James F. 
Byrnes, called for a legislative investigation of the affairs of the 
South Carolina Public Service Authority, popularly known as the 
Santee-Cooper project. Since then, a broad investigation has been 
authorized by the South Carolina general assembly and a special 
joint committee of legislators and laymen has been formed to re- 
port to the next meeting of the legislature in January, 1956. This 
1s a report on the background and progress of this investigation. 


By W. D. WORKMAN, JR.* 


OUTH CarRoLINa’s Santee-Cooper 
project, long a storm center of con- 
troversy in legislative as well as elec- 

trical circles, once more is under official 
investigation, this time by a joint legisla- 
tor-layman committee authorized by the 
South Carolina general assembly of 1955. 





*Newspaper correspondent, resident in Columbia, 
South Carolina. For additional personal note, see 
“Pages with the Editors.” 
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This year, the spotlight is being focused 
on the financial status of the South Caro- 
lina Public Service Authority, but since 
finances are inextricably correlated with 
operations, the investigation is expected 
to develop information on rates, plans, 
and management, as well as on dollars and 
cents. A tentative start has been made 
with the scrutiny of Santee-Cooper affairs, 
but real headway will await the compila- 
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tion of figures reflecting the authority’s 
operations for the fiscal year ended June 
30, 1955. 

Thereafter (some time in the fall) the 
investigating committee will dig into ad- 
ditional reports from independent audi- 
tors who annually check Santee-Cooper 
finances, and special reports from a board 
of engineers which periodically inquires 
into the operational and engineering ac- 
tivities of the authority in the interests 
of the bondholders. 

Target date for completion of the in- 
vestigation is the opening day of the 1956 
legislative session (January 10th), at 
which time the committee is charged with 
reporting its findings and recommenda- 
tions to the general assembly. The com- 
mittee has a $10,000 appropriation with 
which to conduct its inquiry and is au- 
thorized to hire such counsel, accountants, 
engineers, or other assistants as may be 
needed. 


a of the investigative commit- 
tee grew out of a parting recom- 
mendation by former Governor James F. 
Byrnes. In his farewell address to the gen- 
eral assembly (on January 12, 1955), 
Governor Byrnes raised serious doubts as 
to the stability of Santee-Cooper finances 
and urged the legislature to look into the 
authority’s fiscal affairs. Several resolu- 
tions calling for such an investigation 
followed on the heels of the Byrnes sug- 
gestion. The one finally adopted was pro- 
posed by Representative H. Curtis Edens, 
a Sumter county farmer who initially 
asked for a five-member committee, com- 
prising one member from the house of 
representatives, one from the senate, and 
three to be named by the governor. 
After amendment in the state senate, 
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however, the committee was changed to 
include three representatives, three sena- 
tors, and three governor’s appointees. The 
committee, top-heavy with lawyers (six 
out of the nine), is headed by Senator 
Charles C. Moore, an attorney from 
Spartanburg. Other members are Senators 
Marvin E. Abrams, a farmer and busi- 
nessman of Newberry county, and Rem- 
bert C. Dennis, a lawyer from Santee- 
Cooper’s home grounds in Berkeley 
county; Representatives Edens; J. Mal- 
colm McLendon, a Marion county lawyer; 
and William H. Nicholson, Jr., also an 
attorney, from Greenwood. 

The three appointees of Governor 
George Bell Timmerman, Jr., are Clint 
T. Graydon, Columbia lawyer and former 
president of the state bar association; W. 
H. Arnold, a lawyer from Greenville; 
and Dennis D. O’Brian, a Florence busi- 
nessman. Thus far, the committee has not 
indicated whether it will hire staff spe- 
cialists. 


F enoe basis for the investigation was 
laid in these remarks by former Gov- 
ernor Byrnes as he left office: 

“Since the adjournment of the last ses- 
sion, I have received certain information 
as to the financial condition of the South 
Carolina Public Service Authority which 
I feel I should give you. 

“The authority was created by an act 
of the general assembly. Its affairs are ad- 
ministered by a board of directors through 
a general manager. The act creating the 
authority provides for an advisory board 
composed of the governor and the consti- 
tutional officers of the state. However, the 
power of the advisory board is limited to 
the right to remove a member of the 
board of directors for cause; to appoint 
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an auditor to audit the accounts of the 
authority; and to advise on such subjects 
as are submitted to it by the board of di- 
rectors. During my term of office the 
advice of the advisory board has never 
been requested. The board might well be 
abolished. 

“Early last summer one of the directors 
showed me a report which had been made 
to the general manager by Mr. Stokes, 
then general superintendent of the opera- 
tions department. 

“That report predicted that for the year 
1954-55 the revenues of the authority 
would be $1,388,799 less than the amount 
required to meet the obligations for this 
fiscal year, and that this deficit would 
continue for the next four years, decreas- 
ing slightly each year. 

“Later the chairman of the board ad- 
vised me that the superintendent of opera- 
tions and the comptroller of the authority 
wished to give further consideration to 
that report. 


“Or August 2, 1954, I wrote the 

board of directors a letter, stating 
it was my information that though the 
board at its meeting in January directed 
the customary payment of $200,000 to the 
state, the management had been unable 


q 


2 


to make the payment until the last week 
in March. I stated that if the prediction 
of the superintendent of operations should 
prove correct and the authority should 
this year fall short of meeting its obliga- 
tions by $1,388,799, that would mean a 
deficit of approximately $3,500 per day. 
I expressed great fear about the future 
of the authority. 


66 — days later the general man- 

ager advised me a budget had been 
prepared for this fiscal year which would 
reduce the cash requirements of the au- 
thority approximately $1,000,000 below 
the amount estimated by the superintend- 
ent of operations. 

“Recently a consultant employed by the 
board advised me and the chairman of the 
board that it was now thought the reve- 
nues of the authority would lack only 
$750,000 of the amount necessary to meet 
its financial obligations this year. 

“The explanation given to me by sev- 
eral directors and the consultant is that 
the authority has contracted to sell power 
to some customers for much less than it 
is able to produce power and much less 
than it is paying for power purchased 
from Clark Hill Authority. 

“Tf that is correct, it is obvious that the 


“SouTH Caro.ina’s Santee-Cooper project, long a storm center 
of controversy in legislative as well as electrical circles, once 
more is under official investigation, this time by a joint legisla- 


tor-layman committee authorized by the South Carolina 
general assembly of 1955. This year, the spotlight is being 
focused on the financial status of the South Carolina Public 
Service Authority, but since finances are inextricably correlated 
with operations, the investigation 1s expected to develop in- 
formation on rates, plans, and management, as well as on 


dollars and cents.” 
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more power the authority sells, the more 
money it loses. 


ay werne the deficit this year will 
be more than a million dollars or 
only three-quarters of a million, a serious 
problem is presented. The authority could 
ask the federal government to defer pay- 
ments due this year, but that would only 
postpone the day of reckoning. If the au- 
thority cannot meet one payment this year, 
it could not meet two payments next year. 

“Tt would seem that the authority must 
either increase the rates charged its cus- 
tomers or ask the legislature to appro- 
priate money to meet its obligations. 

“If neither is done and the authority 
is unable to meet its obligations, in due 
time creditors will ask for the appoint- 
ment of a receiver. That would be un- 
fortunate. 

“While the credit of the state is not 
pledged for the payment of the bonds of 
the authority, the failure of an agency 
created by the legislature to meet its fi- 
nancial obligations is certain to affect 
adversely the ability of the state and coun- 
ties to borrow money for school, highway, 
or other purposes. 

“Therefore, I recommend that an ap- 
propriate committee investigate the au- 
thority to determine whether or not this 
year and in the years immediately ahead 
of us it will be able to meet its financial 
obligations and the customary payment to 
the state of $200,000 annually, and, if not, 
the reason for such inability to meet its 
obligations. The committee should recom- 
mend such remedial legislation as it may 
deem wise.” 


HOSE remarks drew an immediate 
reply from R. M. Jefferies, state 
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senator from Colleton county and general 
manager of the Santee-Cooper project. 
(Senator Jefferies is himself a former 
governor of the state, having served as 
such for ten months during 1942 follow- 
ing the death of the lieutenant governor 
then in office. Senator Jefferies succeeded 
to the office by virtue of being president 
of the senate. ) 

Senator Jefferies told the press he 
would welcome “a fair and impartial in- 
vestigation” of Santee-Cooper operations. 
In that statement, and in subsequent 
speeches on the floor of the senate, he 
charged that “misrepresentations” had 
been made about the authority’s financial 
affairs and operations. Chief target of his 
intermittent attacks were the newspapers 
of the state, which he lectured from time 
to time on the essentials of good reporting. 


ena was involved in two 

other developments during the legisla- 
tive session. A committee of the house of 
representatives called Senator Jefferies 
and other Santee-Cooper officials before it 
to testify on the manner in which timber 
had been sold off the lands owned by the 
authority. 

Santee-Cooper officials acknowledged 
that the timber had been sold in order 
to raise badly needed funds, but con- 
tended that proper forestry practices 
had been observed in the process. That 
testimony varied with the views given by 
foresters not connected with the project, 
but the matter lapsed when Senator 
Jefferies agreed to seek and follow the 
advice of state forestry commission agents 
in any further timber disposal. 

Of much greater import, however, was 
the matter of securing a deferment on 
a multimillion-dollar loan indirectly owed 
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The Background of Santee-Cooper 


_ Santee-Cooper project in South Carolina grew out of 
state legislation enacted in 1934 and federal participation 
in the construction of a development ostensibly built for navi- 
gation and flood control, as well as generation of electric cur- 
rent. It was financed by a loan-and-grant agreement with the 
federal government and was established as a self-liquidating 
project which does not involve the credit of the state of South 
Carolina in the payment of its obligations. The South Caro- 
lina LEGISLATIVE MANUAL States that when the Santee-Cooper 
system is finally completed, its total cost will be approximately 
$80,000,000. Its most recent major investment has been con- 
struction of a $15,000,000 steam plant to supplement power 
generation from the two huge reservoirs of the hydro project. 
The entire project lies within the South Carolina low country, 
well below the fall line. 

The authority is controlled by its own 7-member board of 
directors and is not regulated by or under the supervision of 
the South Carolina Public Service Commission. 











the Rural Electrification Administration 
by Santee-Cooper. 

In the years immediately following 
World War II, Santee-Cooper and a com- 
bination of 16 separate South Carolina 
rural electric co-operatives evolved a mas- 
ter plan whereby the co-operatives could 
borrow funds from REA with which to 


build a 1,000-mile transmission system ex- 
tending throughout central and lower 
South Carolina. Power for the transmis- 
sion system was to come from Santee- 
Cooper at a rate of 6 mills. During the 
life of a 35-year contract between Santee- 
Cooper and the super co-op (known as the 
Central Electric Power Co-operative), 
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Santee-Cooper was to pay rental charges 
on the transmission system in amounts 
equal to the payments necessary to retire 
the REA loan. At the end of the 35-year 
period, title to the lines would revert to 
Santee-Cooper. Also by that time, the 
$13,618,000 loan presumably would be 
paid. 

Within the last year, however, Santee- 
Cooper’s financial pinch (due at least in 
part to low water conditions in the two 
reservoirs which serve the authority’s 
hydroelectric generators) prompted a re- 
quest for a deferment on the loan pay- 
ments. 

Caught up in that was the prospect 
of a rate increase to Central Electric in 
order to raise additional revenues for 
Santee-Cooper. (When hydro power was 
not available, Santee-Cooper had to pro- 
vide 6-mill current to Central Electric 
even though it was costing more than that 
to generate the current at the authority’s 
new steam plant, or to purchase it from 
the federal hydro project at Clark Hill, on 
the Savannah river. ) 


oe long negotiations and several 

conferences, the REA granted Cen- 
tral a three-year deferment of its pay- 
ments to principal, although interest pay- 
ments must continue. The concession also 
carried permission for Santee-Cooper to 
increase its rate to Central from 6 mills 
to 6.4, but specified that the retail rates 
paid Central by its customers would not 
be increased. The new agreement also 
carried provision for reconsideration and 
revision of existing arrangements in the 
light of whatever recommendations might 
emerge from the current investigation of 
the authority. 


That investigation, meanwhile, seems 
aimed at the development of answers to 
these questions : 


1. Is Santee-Cooper being operated 
efficiently, economically, and satisfac- 
torily? 

2. What fees have been paid for en- 
gineering, legal, and other expert ad- 
vice, and how do those fees compare 
with those paid by private companies? 

3. How do Santee-Cooper power 
rates compare with other utility rates 
in the area and with production and 
distribution costs? 

4, What services are being rendered 
by Santee-Cooper to rural electric co- 
operatives; what rates are involved, 
and how do those rates compare with 
rates being charged by private power 
companies? 

5. What amounts have been paid for 
land rights, water rights, and storage 
rights, and are these reasonable or 
exorbitant? 

6. Should “equitable and just” laws 
be enacted allowing Santee-Cooper to 
compete with private power companies 
in distribution and sale of power? 

7. Should Santee-Cooper be allowed 
to operate as an entity unto itself, or 
should it be subject to certain legislative 
and state control (in conjunction with 
federal interests) ? 


NX the committee’s organizational meet- 
ing, its members agreed that they 
would not concern themselves with the 
relative merits of public and private pow- 
er, but hew strictly to questions directly 
affecting the Santee-Cooper project’s op- 
eration and management, with emphasis 
on finances. 
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Zoning and the Utilities 


There exists a controversial problem with respect to 

balancing the rights of the local community to plan or 

zone industrial structures, as compared with the rights 

of the entire state population or region to efficient and 

economical public service. This article explores the 

viewpoint of local community interests in proper 
planning. 


By GEORGE D. HALLER* 


HOULD public utilities be exempt from 
the zoning regulations of the munici- 
palities they serve? A spokesman for 

the utilities made the claim they should, 
in a recent issue of the PusLic UTILITIES 
ForTNIGHTLY.' He argued that a public 
utility should have “the right to be un- 
hampered by zoning restrictions to the 
end that it may be free to construct, main- 
tain, operate, enlarge, and extend its fa- 
cilities from time to time as it may in its 





*Professor, Detroit College of Law, Detroit, 
Michigan. For additional personal note, see “Pages 
with the Editors.” 

1“Zoning and Public Utilities,” by M. C. Avery, 
March 3, 1955, p. 252. 


best judgment deem necessary for the ade- 
quate service of its customers.” 
A Case in Point 

Exactly this proposition is being ad- 
vanced by the Wayne County (Mich- 
igan) Road Commission, at the present 
writing, to justify its plan to install two 
adjoining water tanks, each 40 feet high, 
272 feet in diameter, 716 feet in circum- 
ference, in an area of the city of Livonia 
which is zoned and occupied as a single- 
family residential district. The road com- 
mission, which, despite its title, is also a 
water utility for numerous cities and rural 
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areas in western Wayne county, claims 
that it should not be hampered by the zon- 
ing restrictions, but should be free to con- 
struct its water tank facilities in this dis- 
trict, because, in its best judgment, this is 
the location needed for the adequate serv- 
ice of its customers. 


aces, the “adequate service of 

its customers,” including the city of 
Livonia, whose zoning regulations are in- 
volved, requires the enlargement of the 
present water-storage facilities. Admit- 
tedly, also, the location selected by the 
utility is the most convenient and econom- 
ical for it. But, on the other hand, it is 
strongly maintained by the residents of 
the area that it is not necessary that the 
tanks be placed where the utility “in its 
best judgment” has decided to locate 
them. 

The utility admits that other loca- 
tions, where there would be no violation 
of zoning restrictions, are available to it, 
but it argues that the expense of pipe con- 
nections to another site would increase the 
costs of the storage facilities to the utility. 
The road commission is naturally more 
concerned with its own costs than with the 
losses which might accrue to the property 
owners in the zoned district. The fact that 
this Chinese wall of metal, towering above 
the treetops, and running about 600 feet 
across country, would substantially de- 
preciate the resale value of over three mil- 
lions of dollars of attractive homes, all 
erected in the zoned district within the last 
four years in reliance upon the restrictions 
to residential use; that it would deter the 
building of new homes in the area; and 
that it would destroy the aesthetic values 
of the neighborhood for its residents—all 
this is secondary, in the opinion of the road 
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commission members, to a comparatively 
small additional cost to the utility. 


Self-interest Is Potent 


aomanpec to the utility spokesman, pre- 

viously referred to, “a zoning ordi- 
nance should set up no barrier to utility 
structures necessary or advisable for the 
rendering of its service.” This statement 
implies that if the utility “in its best judg- 
ment” deems it “advisable” to locate a 
structure to be used in the “rendering 
of its service’ in a district where 
it is out of place under zoning con- 
siderations, it should nevertheless be “‘un- 
hampered by zoning restrictions.” The 
fact that the utility is an interested party, 
when it decides that it will locate its struc- 
ture at a point where the utility will save 
money, but the entire neighborhood will 
suffer a disproportionate depreciation, 
seems not at all unreasonable or unfair, in 
the opinion of the utility spokesman and 
the road commission. 

Public utility executives are all too 
prone to put their particular interests 
ahead of the general welfare of the com- 
munity. The fact that they are serving the 
public makes for an easy transition to the 
viewpoint that “whatever is good for Gen- 
eral Motors is good for the country.” But 
it should not be forgotten that the utilities 
and industries which claimed “special priv- 
ilege” have had a long and unenviable 
record of disregard of the rights and best 
interests of the public. 


Purpose of Zoning 


i dew utility spokesman who seeks a 

privileged position for his enterprise, 
with regard to zoning regulations; who 
wants the utility to run its business with 
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blinders, seeing ahead only the narrow road 
of its own efficient “rendering of service 
to its customers,” is apparently unaware of 
the broad purposes and objectives of mu- 
nicipal zoning. The zoning ordinance of 
the city involved in the controversy dis- 
cussed above has, by happy coincidence, a 
well-stated expression of the purpose of 
zoning as intended to attract to the com- 
munity a desirable citizenry and by pro- 
moting their happiness and contentment, 
and by stabilizing the use and value of 
their property, to assure the permanence 
of their residence, in an aura of peace, 
tranquility, sightliness, and harmony. This 
general aim is to be achieved by dividing 
the city into districts and providing for 
such uses in each as are deemed most suit- 
able to provide the best general civic ar- 
rangements, protecting the common rights 
and interests of all inhabitants. 


Special Interests Have Selfish Motives 


T is obvious that if some utility engi- 

neer, concerned only with first costs, 
operating expenses, and efficient use to 
his employer, is allowed a “free and un- 
hampered” discretion, “in Ais best judg- 
ment” as to the choice of type of structure 
and its location, and if his sole standard of 
judgment is strictly utilitarian (‘the ade- 
quate service of its customers”), that it 
will follow that any civic plan of good 
order, as expressed in zoning regulations, 
can readily be reduced to a shambles. 


q 


e 


Not only is there the probability that 
the public utility engineer will consider the 
interests of his particular enterprise first, 
and those of the general public last, or not 
at all, but it is also manifest that nowhere 
will there be more truth to the adage “too 
many cooks spoil the broth,” than in the 
field of municipal zoning. According to 
Edward D. Landels, a member of the 
American City Planning Institute, legal 
division, “the primary objects of zoning 
are the protection of the value and useful- 
ness of urban land, and the assurance of 
such orderliness in municipal growth as 
will facilitate the execution of the city 
plan.” Obviously there could be no “order- 
liness,” no single “city plan,” if each pub- 
lic utility were to be its own judge as to 
whether the type and location of its struc- 
tures fitted into, and promoted the city 
plan. The choice, the installation, and the 
execution of the city plan, properly and 
naturally belong to the legislative and 
executive representatives of the whole 
body of citizens. 


Not a New Problem 


HE utility spokesman, quoted earlier, 

said that “the conflict between zon- 
ing laws and franchise rights has already 
blossomed in the courts” (a rather mixed 
metaphor), implying that this conflict is 
a recent development. A single illustration 
will be enough to refute this implication. 
Zoning itself is of modern origin, a de- 


“ALTHOUGH it is a fundamental policy of our society that land 
use 1s to be determined largely by private volition, and that com- 
munity intervention should be held to a minimum, at the same 


time it must be recognized that the interests of particular in- 
dividuals as expressed in specific uses of land, are not always 
compatible with the interests of others.” 
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velopment of conditions which became 
acute only in the twentieth century. The 
leading case upholding the constitutionality 
of zoning. Village of Euclid v. Ambler 
Realty Co. (1926) 272 US 365, is less 
than thirty years old. Yet nearly twenty 
years ago the Michigan supreme court, 
in Tabor v. City of Benton Harbor 
(1937) 280 Mich 522, laid down a clear 
and definite rule with respect to “the con- 
flict between zoning laws and franchise 
rights.” In that case a water supply utility 
(municipally owned, and therefore gov- 
ernmental in authority, and so possibly of 
a higher legal category than a mere pri- 
vate corporation with a monopoly fran- 
chise) had sought to locate a water tower 
in a residential area in disregard of a duly 
enacted zoning ordinance. 

The water utility litigant made an argu- 
ment similar to the thesis of the utility 
spokesman, set forth in the first paragraph 
of this article, viz., that a public utility 
should not be subject to zoning restric- 
tions. The Michigan court rejected the 
argument, ruling that “an individual or 
private corporation in attempting to en- 
gage upon the same project under the 
same conditions” would certainly be 
bound by the zoning ordinance, and that 
inasmuch as the city in supplying water 
was acting “in a proprietary capacity,” 
there was “no sound reason why it should 
not be bound by the ordinance in question 
as long as such ordinance is in force.” 


I’ this Michigan decision there is a 

clear-cut expression of the rule 
that the public utility is to be subject to 
the police powers of the community as 
expressed in zoning regulations. The 
utility spokesman declared that three 
cases cited by him, “clearly show that the 
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courts of at least three states recognize 
the importance of protecting a public utility 
in the rights vested in it by its franchise— 
the right to be unhampered by zoning re- 
strictions” in choosing the type and loca- 
tion of its structures. 

But his authorities do not support his 
conclusions. His first (Long Island Light- 
ing Co. v. Old Brookville (1947) 72 
NYS2d 718; aff’d 273 App Div 856, 77 
NYS2d 143; reargument and appeal de- 
nied 273 App Div 910, 78 NYS2d 372; 
aff'd 298 NY 569, 81 NE2d 104) is 
merely to the effect that an electric light 
utility with a municipal franchise older 
than the zoning regulation, and furnishing 
current within the municipality, cannot 
have its operations abolished by means of 
a zoning ordinance prohibiting commer- 
cial structures in residential areas. The 
court specifically points out that it is not 
passing on the power of the city to “regu- 
late the placing and maintenance” of the 
utility structures, but merely its claim of 
power to exclude them entirely from the 
city. 


HE second and third citations (Du- 

quesne Light Co. v. Upper St. Clair 
Township (1954) 377 Pa 323, 4 PUR3d 
358, 105 A2d 287; and Jennings v. Con- 
necticut Light & P. Co. (1954) 140 Conn 
650, 103 A2d 535) are both subject to the 
same criticism. Each merely holds that 
where the state legislature has entrusted 
the regulation of public utilities to a state 
agency, and has specifically withdrawn 
from local municipalities any power to 
modify the state utility code, that in such 
circumstances a city may not legislate 
with regard to such utility, by zoning 
regulations, except as subject to review by 
the state agency. 
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The Utilitarian Approach 


“i is obvious that if some utility engineer, concerned only with first 

costs, operating expenses, and efficient use to his employer, ts allowed 

a ‘free and unhampered’ discretion, ‘in H1s best judgment’ as to the choice 

of type of structure and its location, and tf his sole standard of judgment 

is strictly utilitarian (‘ the adequate service of its customers’), that tt will 

follow that any civic plan of good order, as expressed in zoning regulations, 
can readily be reduced to a shambles.” 





The essence of the decisions appears to 
be that the city has power to zone with re- 
spect to public utility structures, but that 
such power is subject to review. This is 
a far cry from giving the utility itself an 
“unhampered” freedom to construct and 
locate any structure it pleases, subject only 
to “its best judgment” and regardless of 
municipal zoning regulations. 


Zoning for Aesthetics 


| be is no reflection upon a public utility 
that its structures tend to be utilitarian, 
rather than ornamental; that in designing 
them, primacy is given to efficiency of 





operation rather than to attractiveness of 
architecture. It is also to be recognized 
that many utility structures are of a char- 
acter that it is impossible to make them 
aesthetically satisfying. Water and gas 
tanks cannot be camouflaged as anything 
other than what they are. While to an en- 
gineer beauty may consist of a precise 
adaptation of means to an end, so that the 
function reaches its maximum efficiency, 
this is not the ordinary understanding of 
the meaning of beauty in art or aesthetics. 

If, as the Wisconsin supreme court re- 
cently ruled, in Lutheran High School v. 
Sinar (1954) 267 Wis 91, 62 NW2d 43, 
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a municipality may determine that even 
an architecturally pleasing school building 
“will lessen the taxable values of near-by 
homes and will deter the building of new 
homes in that area,” and that the city may, 
as a consequence, exclude from a residen- 
tial area as necessary a civic function as 
education under private auspices, it cer- 
tainly would seem that a municipality has 
the power to “regulate” the type and loca- 
tion of public utility structures, some of 
which are usually far from aesthetic. 


Hus it seems that the issue here, as 

posed by the opening sentence of this 
article, is whether the utilitarian and fre- 
quently unsightly structures of the public 
utility are subject to control by zoning 
ordinances which have an aesthetic objec- 
tive. It has been traditional, in the zoning 
field, to teach and adjudicate that the po- 
lice power cannot be used to accomplish 
purely aesthetic objectives, but that these 
may be used as accessory purposes, if sub- 
ordinated to the health, safety, and morals 
motives. This limiting doctrine now ap- 
pears to be in a transitional phase, with 
the direction of development being towards 
a more explicit recognition of the validity 
of the aesthetic motive. The first departure 
from the traditional attitude took place 
in the billboard cases, whose primary 
offense is unsightliness. In these cases the 
courts are now frequently conceding that 
all the “health, safety, and morals” fac- 
tors, which were dragged in to justify the 
banning of billboards, were mere pretexts 
for the real motivation. 

Although it is a fundamental policy of 
our society that land use is to be deter- 
mined largely by private volition, and 
that community intervention should be 
held to a minimum, at the same time it 
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must be recognized that the interests of 
particular individuals as expressed in spe- 
cific uses of land, are not always compatible 
with the interests of others. (For example, 
the Wayne County Road Commission’s 
land use for water tanks may save it money 
at a particular location, and at the same 
time it may be aesthetically offensive to 
many other persons.) Where community 
values (and that word is not here confined 
to a monetary sense) are seriously dam- 
aged or threatened by specific uses of land, 
community intervention is called for. 


Community Values 


—— the basic values of our com- 

munities is beauty. As the United 
States Supreme Court recently expressed 
it in Berman v. Parker (1954) 348 US 26, 
75 S Ct 98, 102, a decision which bids fair 
to become a landmark case in regard to 
land use, 


The concept of the public welfare is 
broad and inclusive. . . . The values it 
represents are spiritual as well as phy- 
sical, aesthetic as well as monetary. It 
is within the power of the legislature 
to determine that a community should 
be beautiful as well as healthy, spacious 
as well as clean, well-balanced as well 
as carefully patrolled. 


It can be said, not only that “man doth 
not live by bread alone,” but also “what 
doth it profit a man if he gain the whole 
world” (of telephones, electric lights, gas 
stoves, and running water taps) “and 
suffer the loss of his soul” (by banning 
beauty from his life). 

Without going into the difficult philo- 
sophic question of what is beauty, it is 
maintained here that it is the proper 
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concern of the community decision 
makers to plan an environment which 
deeply satisfies the public. People expect 
and demand protection from deviations 
from the neighborhood scheme; in new 
subdivisions they protect themselves by 
private restrictive covenants ; in older areas 
reliance is necessarily placed to a large 
extent on the intervention of community 
officials. Communities need to achieve an 
environment that is emotionally satisfac- 
tory to their inhabitants; that effects a re- 
duction in the purposeless nervous and 
physical tensions of modern life. Beauty 
in architecture has a direct and substantial 
effect upon the resident’s equilibrium of 
personality and the richness and happiness 
of his life. 

When it is a question of land use 
(whether by a public utility or any other 
landowner), the regulation of such use is 
necessarily for the community decision 
makers, because it is essential to consider 
how any particular regulation affects all 
community values; how it will impinge on 
neighboring property values (with the re- 
sultant impact on taxes and the financial 
security of the city); how it will affect 
the well-being of the community as a 
whole, including the physical and mental 
health of the residents; and over-all, how 
it will increase the attractiveness of the 
community, the basic desideratum. 


Conclusions 


rr we want our children to grow up in 

attractive surroundings, which con- 
duce to making better persons, it will be 
necessary to give up something of the free- 
dom of the individual to use his land as 
he chooses. This proposition is inherent 
in the concept of land planning by com- 


munity officials. On the other hand, to per- 
mit the individual, be he Joe Doakes with 
a junk yard, or the most essential public 
utility, to be free to make his own excep- 
tions to the general rules, is not merely 
to take a step backward, but it is to re- 
turn to a civic dark age in which a court 
might write, as did a Texas judge in the 
1921 case of Spann v. City of Dallas, 111 
Tex 350, that “in a free country a man 
has an unqualified right to erect upon 
his own land nonhazardous buildings in 
keeping with his own taste and according 
to his own convenience, without regard 
to whether they conform in size or appear- 
ance to other structures in the same vicin- 
ity, even though they may tend to de- 
preciate the value of surrounding im- 
proved and unimproved property.” But 
happily we are moving away from the 
social attitudes and societies in which “the 
pig in the parlor” is an accepted mode of 
life; we now recognize that the gas tank 
and the water tank in a residential district 
are the right things in the wrong place. 


The public utility structure can easily 
become an incompatibility of land use, be- 
cause of its location. If like the water 
tanks rearing blank metal walls 40 feet 
high for hundreds of feet cross the land- 
scape, they are an obstruction to light and 
air, and a cause of aesthetic, psychological 
and physical deterioration of neighbor- 
hood desirability ; or if like gas tanks they 
pose a danger to persons and property from 
fire, explosion, or corrosive fumes; or if 
like sewage disposal plants or incinerators 
they cause excessive odors or other nui- 
sances; it should be manifest that they 
ought to be subject to orderly regulation 
by the authorities who are concerned with 
the civic plan for the whole community. 
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The Pedagogue Finds a 
Phone Billet 


And it’s a cost-cutting job, professional teaching of 

better telephone usage in the schools, to ease burdens 

imposed by customer heedlessness. Bell has developed 

teaching kits for business students and fourth graders, 
and finds that it pays off. 


By JAMES H. COLLINS* 


N one district of a large city, telephone 
management was plagued by people 
leaving receivers off hooks, a burden 

on operators and equipment, and a hazard 
in a public emergency. 

Such a nuisance is usually handled by 
“putting on the growler,” and asking sub- 





*Professional writer, resident in Hollywood, Cali- 
fornia. For additional note, see “Pages with the 
Editors.” 
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scribers to please hang up. Today, there 
is something new—a “good usage” depart- 
ment in many telephone companies that 
recognizes such problems as customer edu- 
cational jobs. 

Good usage proceeds in a different way. 

That particular city area is south of the 
tracks, in lower income brackets, but with 
upper-bracket ideas of social importance. 

The people left receivers off hooks so 
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that those calling them would get con- 
tinuous busy signals. 

It was really a tribal custom. At all eth- 
nic levels, tribesmen “make face” with 
whatever happens to be at hand—feathers, 
dried heads, mink, horsepower. Here, it 
happened to be the telephone that they 
pressed into service. Busy signals gave the 
impression that you were very popular, 
very much in request, very much worth 
knowing. 

Good usage handling of such a problem 
would be along two lines, probably through 
the delivery of talks, with films, in neigh- 
borhood gatherings, to demonstrate that 
nice telephone manners also create per- 
sonal popularity, and to show what nice 
phone manners are; and that the telephone 
can also be used to sell goods—this is a 
neighborhood keenly bent on getting along 
in the world. 


_ good usage is something fairly 

new in telephone operation, it is an 
outgrowth of established activities—cus- 
tomer and public relations, PBX training, 
and the like. Postwar growth has made 
it necessary, and for various reasons it 
seems bound to become of more and more 
importance. 

With more than 51,500,000 phones in 
the United States today, Bell and non- 
Bell—the number has doubled since the 
war—there is the equivalent of a phone for 
every family. Local dialing is approaching 
90 per cent, will soon be universal. Nation- 
wide dialing is to be attained within a 
few years. 

Besides being used by many more peo- 
ple, the telephone has become a new busi- 
ness tool, being used and promoted for 
management and selling, to cut costs and 
time. 


More people are using the phone for 
more purposes, and need to know more 
about its uses and possibilities, for their 
own advantage, and to solve problems of 
misuse that bother telephone companies. 
For misuse can tie up equipment and op- 
erators, increasing costs, whereas manage- 
ment is striving to increase revenues by 
keeping facilities continuously busy. 

The installation of a telephone gives the 
customer a kind of utility service very dif- 
ferent from electricity, gas, or water. 
These latter services are brought to the 
customer’s door, and he provides the ap- 
pliances to use them. 


B” the telephone provides everything, 

opens the door to a world of com- 
munication that is growing more complex 
every day, through technical improve- 
ments. 

“The subscriber needs to know how to 
use the system for his own benefit, and for 
its protection,” is the way one telephone 
manager puts it. “Getting a telephone can 
be like getting a high-powered car and go- 
ing out in the highways without driving 
lessons. The possibilities for trouble in 
both cases are multiplying fast.” 

In this country we have the most phones, 
and it would seem as though every Ameri- 
can youngster grew up with phone service. 

Actually, we have a fringe of telephone 
illiterates. 

In Baltimore, several years ago, there 
were complaints from businessmen who 
employed graduates from the high school 
commercial classes, that they did not know 
how to use the telephone. This, in addi- 
tion to the standard complaints that school 
graduates do not know how to write, spell, 
punctuate, figure. 

Baltimore school authorities were led to 
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investigate. They discovered that the criti- 
cism was justified, and turned the peda- 
gogical eye on this field of business educa- 
tion, and over several years, working with 
Baltimore telephone people, developed 
methods of teaching good telephone usage 
in business schools, now being used over 
the nation. 


ppenaione is the science of teaching, and 

when the pedagogues searched into 
telephone usage, from the standpoint of 
making it useful to students preparing for 
business, they discovered that teaching 
science had opportunities in telephony. 
Also, that many of the students in high 
school commercial classes had surprisingly 
little telephone experience. 

Baltimore is probably representative of 
American cities, and might be thought to 
have access to telephone service every- 
where. But with an over-all average of 
65 per cent telephone families, it has 
neighborhoods with as low as 40 per cent. 
Large families and fewest telephones went 
together. 

So, many of the young people prepar- 
ing for business jobs grew up with little 
telephone experience, were loud spoken 
and awkward, did not understand how to 
handle simple transactions, disliked the 
telephone lessons contained in their text- 


books. 


& 


Any telephone company will gladly sup- 
ply booklets of rules for good phone man- 
ners—compiled by telephone people for 
telephone subscribers. Telephone lessons 
in textbooks, the teachers found, were 
written from telephone company material, 
were abstract, and regarded by students as 
“More rules to be learned.” 


NDER difficulties, some of the Balti- 
more teachers began applying up-to- 
date pedagogy to this subject. 

Two principles were followed—teaching 
by actual doing, and the use of “cases.” 
Practice phones were contrived, over 
which two students could conduct a trans- 
action, the class listening, making sugges- 
tions and criticisms, taking turns, making 
lessons “come alive.” The teachers them- 
selves rigged up practice phones, from 
war surplus and other sources. Later, Bal- 
timore telephone engineers provided bet- 
ter practice equipment. 

Such teaching gives telephone usage 
practical job interest, and the pedagogues 
added drama by assigning a “case” to two 
students to handle from _ contrasting 
angles. 

Their cases were drawn from business 
situations, such as taking orders in a whole- 
sale house, dealing with retail customer 
complaints, making appointments as secre- 
taries, using telephone directories and 


“WHILE good usage is something fairly new in telephone opera- 
tion, it is an outgrowth of established activities—customer and 
public relations, PBX training, and the like. Postwar growth 


has made it necessary, and for various reasons it seems bound 
to become of more and more importance. With more than 51,- 
500,000 phones in the United States today, Bell and non-Bell— 
the number has doubled since the war—there 1s the equivalent 


of a phone for every family.” 
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other sources in obtaining information. 

Typical case: For several weeks Mr. 
Smith, of the XY Company, has had a big 
deal developing with Mr. Jones, who calls 
in for some important information. Mr. 
Smith is out of town. Two students are 
assigned to answer the phone. Both are 
green hands, just hired from business 
school. But Tim has not learned telephone 
manners, and Jenny has. They handle the 
call from that contrasting angle. 

“Yeah? Who ya calling?” asks Tim, in 
a megaphone voice. “Does he work here? 
What d’ya wanta talk to him about? That 
I wouldn’t know. Naw! Anyway he ain’t 
in—ya better call him up next week— 
go’by!” 

Jenny answers pleasantly, finds out what 
Mr. Jones wants, turns him over to some- 
body who can give information, or takes 
his phone number for Mr. Smith to call 
on his return, or sees that the latter phones 
from out of town. 


HEN teachers and the customer rela- 

tions people of the Chesapeake & 
Potomac Telephone Company teamed up 
to develop a high school program, the com- 
pany provided teaching kits that included 
two practice phones, four phone direc- 
tories, a film on “Telephone Courtesy,” 
and student and teacher manuals. After 
these kits had been in use one term, tele- 
phone people made a round of the schools 
to check results, and found that students 
coming from telephone homes would learn 
over inoperative phones, having the “feel,” 
but that live phones were needed for stu- 
dents from nontelephone homes, so they 
could experience the feel and benefit by 
two-way conversations. The telephone 
people also co-operated in compiling a 
comprehensive book of cases, tied in with 


THE PEDAGOGUE FINDS A PHONE BILLET 





other business teaching of banking, in- 
surance, trade, and industry. 

With such professional teaching, busi- 
ness students discover that good telephone 
manners, with experience, are something 
that can be sold in the world of jobs, and 
teachers are learning that good usage in- 
struction has unsuspected values, as in the 
case of “Sally.” 

“Sally” was a sixteen-year-old student, 
new in her neighborhood, not popular with 
boys, not good at her studies, not emotion- 
ally adjusted. When the new kind of tele- 
phone lessons came along, it was found 
that she had the best telephone voice, and 
was easy and natural in dealing with tele- 
phone situations. While the school prin- 
cipal was sick, “Sally” took charge of the 
office, handled all the phone business, was 
respected by the class—and presumably 
graduated into a well-paid secretarial job 
and married the president of the company. 
With such teaching spreading over the 
land, it could happen that way any time.’ 


eon teaching for high school students, 

immediately useful in holding jobs, is 
a development of pedagogues and tele- 
phone men. 

Quite different, a long-range proposi- 
tion, is the teaching of good telephone us- 
age to fourth grade pupils in the lower 
schools, a development in which telephone 
men, seeking solutions for problems, have 
enlisted the pedagogue, and with excellent 
results. 

Last year, one regional Bell company 
spent more than $6,000,000 on “113” calls 





1“New Telephone Program Aids High Schools,” 
by E. Duncan Hyde and Chauncey R. Tatum, Bell 
Telephone Magazine, Autumn, 1954. Mr. Hyde is 
supervisor of business education, Baltimore schools, 
and Mr. Tatum is commercial supervisor, public 
relations, Chesapeake & Potomac Telephone Com- 
pany of Baltimore City. 
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in which, nine times in ten, people asked 
for numbers that were in directories. It 
cost six cents apiece to have 2,000 informa- 
tion operators look them up. There were 
around a million such requests, a heavy 
and unnecessary burden on operations. 
This is typical of various expenses caused 
by bad usage, due to public ignorance of 
good telephone habits. 

As far as possible, that problem is met 
by advertising the issuance of new direc- 
tories, advising the public that thousands 
of new phone numbers are in the books; 
having information operators that advise 
that numbers will be found in the books; 
and in some areas, where directories over- 
lap, issuing books for adjacent areas to 
some subscribers. 


B” the long-range remedy lies in the 
public schools, where youngsters can 
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Teaching Telephone Usage 


i pemnnd is the science of teaching, 

and when the pedagogues searched 
into telephone usage, from the standpoint 
of making it useful to students preparing 
for business, they discovered that teach- 
ing science had opportunities in telephony. 
Also, that many of the students in high 
school commercial classes had surprisingly 
little telephone experience. Baltimore is 
probably representative of American 
cities, and might be thought to have access 
to telephone service everywhere. But with 
an over-all average of 65 per cent tele- 
phone families, it has neighborhoods with 
as low as 40 per cent. Large families and 
fewest telephones went together.” 








be taught that the telephone is an intimate 
part of life, to be skillfully used, for 
definite results. 


been telephone manager plagued by 
these 6-cent “113” calls, stepping in- 
to a schoolroom where a “Telezonia” class 
is at work on its phone usage lessons, could 
see the youngsters learning how to make 
up personal lists of phone numbers, to save 
themselves time, and perhaps save life in 
emergencies. 

“Telezonia” started with an AT&T 
color film for public, parochial, and private 
schools, several years ago, to illustrate the 
best use of the telephone in daily life. It 
told the story of Bobby, a ten-year-old boy, 
who lost his dog Bounce, and tried to re- 
cover him by telephone calls. In his ex- 
citement he made so many mistakes, and 
got so far off the track, that Handy, a 
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gnome, came to his aid, showing him how 
to dial correctly, understand the dial tone 
and busy signal, use nondial and coin 
phones, and become a citizen of, and at 
home in, the world of ‘“Telezonia.” 

This film was not only popular in the 
primary schools, but produced definite re- 
sults. Wrong dialing and party-line fric- 
tion showed traceable decreases, fewer re- 
ceivers were left off hooks, and the Bell 
organization decided that it opened up a 
field worth further exploration—good us- 
age as part of primary education. 


Were University, Detroit, was 
asked to advise in the matter, and 
consulted more than a thousand primary 
principals and teachers, through its audio- 
visual materials consultation bureau, and 
made suggestions for a “Telezonia” teach- 
ing kit, which was ready for regional Bell 
companies last fall. 

This kit includes the original film, “Ad- 
venture in Telezonia,” running eighteen 
minutes; a still film strip, “How We Use 
the Telephone,” for class discussion; two 
practice telephones, with directories, teach- 
er manuals, and other material. 

The telephone manager harassed by 
those unnecessary “113” calls, might find 
the class intent upon the important lesson 
relating to making up one’s personal list 
of numbers. The pupils find and write 
down telephone numbers of friends, their 
fathers’ working places, the family doctor, 
the police and fire departments, shops and 
repair services, getting themselves organ- 
ized for social calls, and quick action in 
emergencies. “What would you do if the 
house next door caught fire?” is asked, 
and not only are the necessary numbers 
written down, but the class practices doing 
the right things under excitement. 





THE PEDAGOGUE FINDS A PHONE BILLET 


I’ the telephone manager’s school days go 

back several decades, he will probably 
be impressed with the art of the pedagogue 
in tying such material into youngsters’ 
daily lives, and into other teaching. They 
imitate the dial tone and busy signal in 
chorus, draw telephone posters, write tele- 
phone essays, string miniature telephone 
lines across sand tables. 

“How would you use it to teach arith- 
metic?” asks a visitor. 

“Mary, a three-minute long-distance 
call costs $1.65,” says the teacher. “How 
many quarters, dimes, and nickels would 
you have ready in placing the call in a 
coin telephone?” 

Mary does the sum in her head, and 
answers correctly. 

These kits are sold to regional Bell com- 
panies by AT&T, to be placed with schools 
on request, and are now in use in more than 
half our school systems, as well as being 
adapted to other countries. The schools 
carry them in central libraries, and they 
are kept in constant circulation. It is esti- 
mated that more than 10,000,000 pupils 
have had good usage lessons the past five 
years, through Bell films and associated 
teaching. One check on results in territory 
where 9,267 school pupils had such les- 
sons showed marked reductions in wrong 
dialing, party-line friction, and other bad 
telephone usage. That such teaching can 
be more than a drop in the bucket is 
realized when it is known that 2,000,000 
fourth graders each year adds up to about 
60 per cent of the youngsters at that point 
in their schooling. 

Teaching people how to use the tele- 
phone has been part of the business 
since those days when the first PBX was 
installed, and today this department is 
handling good usage problems that bear on 


AUGUST. 18, 1955 











PUBLIC UTILITIES FORTNIGHTLY 


costs and traffic, in addition to PBX train- 
ing. 

A department store with sixty PBX op- 
erators engaged in answering calls about 
merchandise, particularly that in the day’s 
advertisements, will discover that switch- 
board sales are falling off, and that opera- 
tors are answering mechanically, indis- 
tinctly, committing the common sins of 
usage. Arrangements will be made to have 
the store’s operators come early several 
mornings, to short refresher classes in 
phone manners, supplementing store 
classes in selling. Otherwise the store 
would lose sales, and the telephone com- 
pany would lose traffic. 


einstein selling is on the increase in 
retail stores, as cities spread out, and 
shoppers have to be reached through adver- 
tising and adroit switchboard service. It is 
also increasing in wholesale and manufac- 
turing lines, and telephone commercial 
men will find interest in a thumbnail pic- 
ture drawn by E. B. Weiss, a merchandis- 
ing consultant, in Advertising Age. 

In several wholesale trades, he reports, 
as much as half the retailers’ orders now 
come in by phone, the PBX operators are 
becoming expert order takers, sit in at 
sales conferences, and even receive manu- 
facturers’ salesmen. Manufacturers are 
advised to prepare sales information for 
these operators, and Mr. Weiss sees no 
reason why “commercials” for the manu- 
facturers’ goods could not be used by 
them. Recording apparatus for handling 
orders is being developed, if not already 
in use. 

Telephone selling has become a basic 
business tool. It cuts time, distance, and 
costs out of many forms of business trans- 


actions formerly dependent on personal 
contact. And it is a very large part of the 
new merchandising being done by tele- 
phone companies. 


ir there is an “adult education” 
side to good usage. Public relations 
departments are constantly sending out 
speakers, to address all sorts of general 
audiences, on phases of good uses inter- 
esting to lunch clubs, church, neighbor- 
hood, and other gatherings. The demand 
for speakers, films, instruction with en- 
tertainment, seems never to be sated. 

At a lunch club, a film on telephone 
courtesy tells the story of a businessman 
who telephoned his own office one rainy 
morning, and discovered bad telephone 
manners. This is shown, and followed by 
a talk on good phone manners. 

A country audience can see a musical 
skit in which puppets show the conse- 
quences of party-line misuse, and learn 
that New York has a state law making it 
actionable to block a party line in an 
emergency. 

A large industrial plant reports rising 
phone bills, due to wrong number calls 
made by employees. 

And such “adult education” would be 
one remedy for that tribal custom of leav- 
ing receivers off the hook for prestige. 

To meet the problem of “113” overload, 
telephone engineers have lately designed 
a new switchboard that seizes idle opera- 
tors instead of allowing operators to reach 
for calls. It eases costs by enabling opera- 
tors to handle more calls. 

That is the engineer’s contribution, and 
good usage teaching is the contribution 
of public relations, working with the peda- 
gogue. It appears to be a growing activity. 
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Addenda on the “Model Law” 
For Atomic Power Regulation 


N the Report of the Committee on Atomic 

Energy of the Conference of New Eng- 
land Governors which has just been pub- 
lished, the text of the model “Act to Co- 
ordinate Development and Regulatory Ac- 
tivities Relating to the Peaceful Uses of 
Atomic Energy” has been set forth as Ap- 
pendix iii. This text varies in three particu- 
lars from the earlier version of the act’s text 
which was published as an appendix to the 
article by the Honorable Sumner Pike on 
“Model State Law for Atomic Energy Regu- 
lation” in the June 9th issue of the Fort- 
NIGHTLY. You may wish to bring these 
changes to the attention of your readers. 

1. Section 2 has been redrafted to state its 
objectives more clearly. It now reads as 
follows: 


Section 2. United States Licenses or 
Permits Required. 

No person shall manufacture, construct, 
produce, transfer, acquire, or possess any 
special nuclear material, by-product mate- 
rial, production facility, or utilization fa- 
cility, or act as an operator of a produc- 
tion or utilization facility wholly within 
this state unless he shall have first obtained 
a license or permit for the activity in 
which he proposes to engage from the 
United States Atomic Energy Commission 
if, pursuant to the Atomic Energy Act of 
1954, the commission requires a license or 
permit to be obtained by persons propos- 
ing to engage in activities of the same type 
over which it has jurisdiction. 


2. To bring departments and agencies of 
political subdivisions of a state into the 
process of co-ordinated study, the final ver- 
sion proposes the addition of the language 
indicated in parentheses in paragraph h of 
§ 3, which reads as follows: 


h. Such other departments and agencies 
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(including departments and agencies of 
political subdivisions of the state) as the 
governor may direct and for the purposes 
specified by him. 


The aptness of this addition in any particu- 
lar state depends, of course, on the legal re- 
lationship of the governor to the state’s po- 
litical subdivisions. Where the addition is 
made, the phrase “and its political subdivi- 
sions” should be inserted in paragraphs b 
and c of § 4 following reference to “the 
departments and agencies of the state.” 

3. A definition of “operator” has been add- 
ed as a new paragraph f under § 7. It is 
derived verbatim from the federal act and 
reads as follows: 


f. The term “operator” means any indi- 
vidual who manipulates the controls of a 
utilization or production facility. 


—Davip F. Cavers, 
Associate Dean, Harvard University 
Law School. 


> 
Financial Articles Approved 


Y compliments to you and the authors 

for articles entitled, “Dividend Pay- 

out and Utility Common Stock Value” by 

Mr. Fred P. Morrissey, and “What Do 

Analysts Look for in Company Reports,” es- 

pecially the first part by Mr. John F. Childs, 

both of the above articles appearing in your 
issue of May 26, 1955. 

What they say appears to me like simple 
arithmetic, and it is too bad that there are so 
many other people who are unable or refuse 
to see the truth and fundamental economics 
of these two articles. 

I am very much pleased to know that there 
are some informed folks who write the facts, 
and I congratulate you for printing them in 
the Pustic UTILITIES FORTNIGHTLY. 


—C. S. Mort, 
St. Louis County Water Co. 
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Gas Bill Passes House 


— exempting natural gas producers 
from direct federal controls squeaked 
through the House of Representatives late 
last month after all efforts to kill it or 
water it down were defeated. By a roll call 
vote of 209 to 203, the House sent the 
measure to the Senate, where leaders 
were unable to obtain consideration for a 
vote before adjournment. 

On final passage, 86 Democrats lined 
up with 123 Republicans in favor of the 
bill and 136 Democrats were joined by 67 
Republicans in opposing it. House pas- 
sage of the bill came after rejection by a 
roll call vote of 210 to 203 of a last-minute 
move by Representative Charles A. 
Wolverton (Republican, New Jersey) to 
kill the bill—for this session at least—by 
sending it back to the House Interstate 
Commerce Committee. 

The bill would exempt the nation’s 4,- 
000 natural gas producers from direct fed- 
eral controls. But it would retain the Fed- 
eral Power Commission’s authority over 
new producer-pipeline sales contracts and 
over contracts which provide for unspeci- 
fied automatic price markups. 

The big fight through day-long debate 
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Washington and 


the Utilities 


was between Congressmen from gas-pro- 
ducing areas and those from big city con- 
sumer areas over whether the measure 
would result in increased gas prices. It was 
sponsored by Representative Oren Harris 
(Democrat, Arkansas). 

Besides defeating the Wolverton move 
to recommit the bill, the House also re- 
jected 131 to 73 a motion by Representa- 
tive Kenneth B. Keating (Republican, 
New York) to strike the bill’s enacting 
clause, an action which would have been 
tantamount to killing it. 

It rejected, 125 to 60, a substitute by 
Representative Torbert H. Macdonald 
(Democrat, Massachusetts) to exempt 10 
per cent of gas producers but retain juris- 
diction over the 174 large companies 
which produce 90 per cent of all the gas 
used in this country. 


a 


Hell’s Canyon Licensed 


. pu days after the adjournment of 
the congressional session, the Federal 
Power Commission approved private 
rather than federal development of the 
Hell’s Canyon area of the Snake river on 
the Idaho-Oregon border. Over objections 
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of public power advocates, it granted a 50- 
year license to the Idaho Power Com- 
pany to construct and operate three low 
hydroelectric dams in the area. They 
would develop a 100-mile stretch of the 
river downstream from Weiser, Idaho. 

The decision, reached on July 27th and 
made public August 4th, was long await- 
ed as a test of the Eisenhower administra- 
tion’s power policy. It provoked bitter 
comment from Democratic Senators who 
favor federal construction of a single 
high dam in the canyon. 

In the adjourned Democratic-controlled 
session of Congress, the Interior subcom- 
mittees of the Senate and House ap- 
proved bills to have the government con- 
struct the single multipurpose canyon 
dam. The issue, however, never got to 
the floor. 

Before pursuing the fight in Congress 
next January, foes of private development 
were first expected to appeal the FPC rul- 
ing. They had thirty days to seek a re- 
hearing. If the commission rejects such an 
appeal, they then may go to the courts, 
where questions of .the right of appeal 
and, possibly, an attempt to halt private 
company construction, may be threshed 
out. 


[I its recent unanimous decision, the 
commission said that after lengthy 
study it had concluded that the “power 
features of the one-dam plan have no eco- 
nomic advantage over those of the three- 
dam plan” although the proposed federal 
project would produce more power. 

It said the public purpose such as flood 
control, navigation, and recreation could 
be achieved to about the same extent under 
either plan. All this, it stressed, would be 
done without “expense to the United 
States.” The commission staff estimated 
that construction alone of the three Idaho 
Company dams, the Brownlee, Oxbow, and 
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low Hell’s Canyon, would cost about 
$175,766,000. 

Labor organizations, public power as- 
sociations, farmers’ groups, public utility 
districts, and the National Rural Electric 
Co-operative Association, among others, 
have opposed the company’s plans for 
years. The Interior Department under the 
Truman administration also objected to 
private development. Early in the Eisen- 
hower administration, however, Douglas 
McKay, secretary of the Interior, with- 
drew the department’s opposition to the 
private utility proposal. 

The Idaho Company first applied to the 
FPC in 1950 to build the Oxbow dam, 
and in 1953, for two others. In authoriz- 
ing all three, the commission overturned 
a finding of its examiner, William J. Cos- 
tello, who suggested on May 6th that only 
the Brownlee project be approved. The 
commission said it was convinced con- 
struction of all three dams would be “eco- 
nomically feasible.” 


a 


Bills Snagged by Adjournment 


Hevsz legislation to authorize a $760,- 
000,000 version of the Upper Colo- 
rado storage project is a casualty of the 
preadjournment rush. Sponsors and op- 
ponents of the controversial bill (HR 
3383) permitting starts on three major 
dams—two, Flaming Gorge and Glen 
Canyon, with power facilities, and 11 ir- 
rigation projects in Wyoming, Utah, and 
Colorado—agreed that it should be put 
off until next year. Adjournment was only 
partly responsible for the postponement, 
however. Representatives Dawson (Re- 
publican, Utah) and Aspinall (Democrat, 
Colorado), after consultations with 
House members and administration offi- 
cials, stated that the bill would meet “‘cer- 
tain defeat” if put to a vote in its present 
form. 
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It is now likely that, before the House 
moves to consider Upper Colorado legis- 
lation next year, some further compromise 
will have to be reached. Opponents have 
suggested that authorization be limited to 
construction of Glen Canyon. The Senate 
already has approved a much larger pro- 
gram. 

The House Rules Committee has 
blocked until next year House action on 
the proposed survey of the Passama- 
quoddy tidal power project on the Maine- 
Canadian border. The committee voted to 
postpone the Senate-passed resolution (SJ 
Res 12) to authorize the survey, after the 
resolution had been approved by the House 
Foreign Affairs Committee. 


__ House has killed federal-aid legis- 
lation containing a provision for re- 
imbursement of utilities forced to relocate 
telephone, water, gas, and electric facilities 
along new interstate highways. Before 
voting down the highway bill (HR 7474), 
the House knocked out a provision to al- 
low 50 per cent of the depreciated cost 
of relocating utility facilities to be paid 
for from federal funds in those states 
where the entire relocation cost must now 
be borne by utilities. 

In the House committee measure, re- 
imbursement was contingent on petition 
by respective states that up to 2 per cent 
of federal highway funds allocated to 
them be used for such purposes. The Sen- 
ate version (S 1048) is still temporarily 
alive, but chances of revival at the next 
session appear slim. The House commit- 
tee amendment, specifically making utility 
reimbursement optional with the states, 
was killed by a 50-vote margin on the floor 
of the House. 


— over legislation to authorize 
partnership financing of the John 
Day dam may be expected to develop dur- 
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ing the coming session of Congress. Chair- 
man Davis (Democrat, Tennessee) cut 
short hearings scheduled by a House Pub- 
lic Works subcommittee late last month on 
the bill (HR 5789) by Representative 
Coon (Republican, Oregon), in view of 
resistance to it which he called “surpris- 
ing.” After testimony from the bill’s 
sponsor and from Assistant Secretary of 
the Army Roderick, the subcommittee 
chairman deferred further proceedings 
until next year when, he said, “lengthy 
sessions” would have to be held. In ex- 
plaining the features of the proposed leg- 
islation, its sponsor in the House, Repre- 
sentative Coon, said the proposed partner- 
ship project, to be federally owned and 
controlled, would give the nation “a $310,- 
000,000 navigation-power project for the 
cost of only about $37,000,000,” thanks 
to contributions by private companies and 
others. 


A the same time, he said, it would pro- 
vide a way to cope with two of the 
most serious problems before Congress: 
the heavy tax burden and the impending 
shortage of hydroelectric power. Under 
the Coon proposal, local interests (both 
public and private) would advance ap- 
proximately 90 per cent of the entire cost 
of the dam and all the power feature cost 
as payment for 50-year contract rights to 
future generated power. Signs are that 
John Day may be as much of a political 
football as Hell’s Canyon with respect to 
the private versus public power issue. 
There is a fair possibility that it may be- 
come a notable part of that dominant issue 
in the 1956 political campaign. 


¥ 


Independent Financing for 
TV A? 


NOTHER measure which the recent ses- 
sion of Congress did nothing about 
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was the proposal to put TVA on an in- 
dependent financial basis. TVA’s electric 
power program has cost the taxpayers 
$600,000,000 in federal subsidies, L. V. 
Sutton, president and chairman of the 
board of Carolina Power & Light Com- 
pany, told a Senate Public Works sub- 
committee. Sutton appeared before the 
subcommittee as a representative of the 
U. S. Chamber of Commerce. He recom- 
mended higher power rates for the TVA 
area, 

These, he said, should cover all costs of 
production, transmission, amortization, 
and interest on the federal investment in 
power and the full equivalent of local, 
state, and federal taxes. Even rates set to 
provide these would not hike the cost of 
power in the TVA area above the prices 
paid by customers of private utilities, he 
said. It was pointed out that TVA enjoys 
financial advantages—not shared by the 
utility companies—in its ability to borrow 
money at low government interest rates. 


— Senate subcommittee was consid- 
ering a bill (S 2373) which would 
permit TVA to issue its own revenue 
bonds to finance new power facilities. Sut- 
ton stated that this would depart from the 
basic principle that federal spending for 
federal activities be subject to strict con- 
gressional control. He also opposed it be- 
cause it would circumvent federal debt 
limit provisions. 

He was joined in his opposition to the 
bill by Walter H. Sammis, president, Ohio 
Edison Company, who declared : 


The only source of funds with which 
to pay interest on and principal of such 
obligations would be from the sale of 
electricity, funds which even after giv- 
ing effect to such financing will have 
been derived for the most part from the 
use of vast amounts of federal moneys 


heretofore furnished interest free to 
TVA by appropriations by Congress. 


Sammis urged Congress to continue its 
watchdog function over the operations of 
TVA, rather than leave TVA free to ex- 
pand by revenue bond financing. Both 
Sammis and Sutton are former presidents 
of the Edison Electric Institute. 


N behalf of the TVA, Chairman 
Vogel told the subcommittee that 
$144,000,000 would be needed to finance 
the power capacity TVA would need by 
the end of 1958. Senator Case (Republi- 
can, South Dakota) objected to giving 
TVA unlimited authority to issue revenue 
bonds. He said he believed such authority 
should be limited to specific projects. G. O. 
Wessenauer, TVA’s power manager, told 
the subcommittee that the TVA revenue 
bond plan, as modified by the Budget 
Bureau, would make TVA financial opera- 
tions cumbersome and bring an increase 
in rates. General Vogel first expressed the 
views of his colleagues, board members 
Paty and Curtis, which appear to differ 
somewhat from his own. He told the sub- 
committee that these two members were 
concerned over those changes which they 
felt would make TVA’s financial obliga- 
tions more rigid. 

Paty and Curtis objected mainly to the 
combining of TVA interest payments 
with amortization. This, they said, “would 
impose obligations beyond those indicated 
by normal business standards.” (The cus- 
tomary practice of many utilities to es- 
tablish sinking funds for repayment of 
bonded indebtedness in addition to pay- 
ment of interest was not noted.) Vogel 
did not agree with the two board mem- 
bers on this. He stated that it is not con- 
trary to TVA interests that it reduce its 
indebtedness while paying interest on that 
sum. 
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FCC Rules on State Radio 


Communications 


-h iperanen an FCC ruling, issued last 
month, the state of California will 
have to use common carrier communica- 
tions services to disseminate crop market 
information. The state, backed up by sev- 
eral agricultural groups in California, 
sought permission from the FCC to con- 
tinue to use so-called “out-of-band” high 
frequencies for the dissemination of crop 
information, even though United States 
treaty obligations require that these par- 
ticular frequencies be abandoned for such 
services. California telephone and tele- 
graph companies showed up at the Feb- 
ruary hearings to point out that their serv- 
ices were available to replace the radio 
system. 

The FCC, voting 4-0 to deny Califor- 
nia’s petition, apparently was unimpressed 
by the state’s argument that the trans- 
atlantic telephone cable now under con- 
struction would help to relieve the short- 
age of frequencies for international com- 
munications. Said the commission: 


. .. it is clear that since the end of 
World War II, there has been a grow- 
ing shortage of international telephone 
circuits, and, despite the efforts of the 
commission and the American Tele- 
phone and Telegraph Company, it has 
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Communication 


not been possible to find new frequen- 
cies to satisfy the ever-growing demand. 
This would appear to be the reason that 
it was decided to build the cable, par- 
ticularly in view of the fact that it 
would cost far less to establish radio- 
telephone circuits across the Atlantic, if 
they were available, than it will cost to 
build the cable. 


The commission said there was no basis 
in the record for finding that the new cable 
will do more than meet the current un- 
satisfied demand for transatlantic tele- 
phone service, and the anticipated future 
increase in the demand. In so far as the 
cable may eliminate the need for some of 
the radiotelephone frequencies now in use 
between Great Britain and the United 
States, these frequencies can be used to 
satisfy the need for radiotelephone serv- 
ice between Puerto Rico and New York 
and to South and Central America, for 
which high frequencies cannot be found. 


Pe pees on the availability of 
common carrier communications fa- 
cilities, the FCC ruling stated: 


Cessation of FSMNS radio opera- 
tion would not result in a discontinuance 
of its service since common carriers 
have stated that they can furnish a wire 
network upon 30-day notice. Nor 
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would the transfer of the FSMNS com- 
munication circuits from radio to wire 
within six months of this order impose 
an undue hardship upon the state of 
California. FSMNS has been on notice 
since 1947 of the possibility of the dis- 
continuance of its radio circuit and had 
been advised frequently of this probable 
eventuality before May 23, 1952, the 
date of the subject Commission Notice 
of Proposed Rule Making in which it 
was proposed to eliminate the authority 
for the state of California to continue 
to operate a radio network. The cost 
of operation of a wire circuit may be 
greater than that of a radio circuit. The 
exact amount of increased cost is in 
doubt since our findings of fact indi- 
cate that there are areas in which 
FSMNS can effectuate reductions in 
the operating cost of a wire network 
below that which was estimated. But 
even if the $32,000 figure for an addi- 
tional cost, which is advanced by 
FSMNS, be accepted, it is clear that, in 
view of the value of this communica- 
tions service to FSMNS, the fact that 
the amount of additional cost involved 
(even assuming the FSMNS figure) is 
not oppressive, burdensome, or infeasi- 
ble, and other considerations such as 
the money FSMNS has been willing to 
spend to operate and modernize the ra- 
dio network, it cannot be seriously con- 
tended that the necessity for spending 
this amount of money is a sound rea- 
son for concluding that wire service is 
not a practicable substitute. Conceding 
that some disadvantage or inconvenience 
is caused FSMNS by the changeover, 
we stress that it is the public interest— 
not the convenience of FSMNS—which 
must dictate our decision. 


DB ipeatcnus also has pending before the 
commission a petition to set up its 
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own microwave communications system 
for disseminating public information or 
state business information to state offices 
and other public agencies. The FCC’s de- 
cision on this petition is not expected to be 
handed down for some time. The ques- 
tion of feasibility of such a state-owned 
microwave network is now under study 
by the division of communications of thé 
California State Department of Finance. 
A report on the study was scheduled to be 
made to the 1955 state legislature. At the 
February hearings before the FCC, Cali- 
fornia spokesmen were unable to estimate 
how long after a report was made to the 
legislature (presuming it to be favorable), 
money would be available to construct a 
microwave system. Before those hearings 
were concluded, California did estimate 
that it would take approximately two to 
two and one-half years from that date be- 
fore the state would know whether or not 
it would be in a position to undertake the 
construction of the proposed microwave 
system. It was also stated that the con- 
struction would take another two to two- 
and one-half years after the system was 
approved. 


= representatives argued that 
FSMNS radio operations should be 
permitted to continue at least until a de- 
cision is made on whether to build the 
microwave system; and if the decision is 
favorable, to allow FSMNS to operate 
until it can change over to the state-owned 
system. But the FCC said that no disad- 
vantage accrues to FSMNS if it must 
lease wire facilities, pending the establish- 
ment of a statewide microwave system. 
No capital expenditures are required and 
the contemplated microwave system is in 
no way prejudiced, the commission said. 

“In view of the delay involved,” the 
commission concluded, ‘‘and the demon- 
strated need for the high frequencies, and 
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the fact that immediate action in this case 
will in no way preclude or be an obstacle 
to the institution of the microwave sys- 
tem, we conclude that the request to with- 
hold action in this proceeding must be 
rejected.” 


> 


Michigan Bell Wins Rate Boost 


fers Michigan Public Service Commis- 
sion has authorized Michigan Bell 
Telephone Company to increase its yearly 
revenues by $2,802,000 — most of it to 
come from users of private lines and spe- 
cial services. The increases will range 
from 15 cents a month in small exchanges 
to 50 cents in Detroit. The commission’s 
order will bring revenues to 6.9 per cent, 
based on capitalization, and 6.2 per cent 
based on plant investment, according to 
commission Chairman John H. McCarthy. 
McCarthy said the legal and reasonable 
rate of earnings for the company is 6.5 
per cent, and that the company’s 1954 
earnings were 7.25 per cent of capitaliza- 
tion. 

Michigan Bell had asked for an increase 
of $22,500,000 to cover wage increases 
and higher operating costs. This request 
was rejected in May, 1954, but the peti- 
tion was renewed. In reviewing what he 
called the company’s excessive earnings 
last year and the arguments for more op- 
erating revenue, McCarthy said: “Actu- 
ally the company required a new net in- 
come of $1,345,000 under this order, so 
we took into consideration income taxes, 
which will eat away $1,457,000 of the 
total $2,802,000 increase order.” But the 
increase, about one-eighth of what had 
been asked, was termed “disappointing” 
by the company. 

The company is expected to come back 
to the commission soon for another rate 
increase request. Michigan Bell President 
Clifton W. Phalen, in commenting on the 
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order, noted that telephone rates are up 
only 29 per cent on the average since 
1940, including the latest adjustment 
granted by the commission. During the 
same period, the prices of other goods and 
services have increased more than 90 per 
cent. The company’s wage rates have 
doubled and each telephone added today 
calls for an investment of about $350 
compared with $200 to $250 before in- 
flation. “Although the order recognizes 
that our rates have been too low, it is only 
a partial solution to the difficult problem 
of operating in an economy where prices 
in general have increased three times as 
much as telephone rates,” Phalen said. 


¥ 


REA Loans Launch New 
Co-ops 

cons totaling $3,851,000 were ap- 
proved by the Rural Electrification 
Administration during the period July 
3rd to 23rd to improve and extend rural 
telephone service. The largest loan—$1,- 
427,000—went to Highland Telephone 
Co-operative, which will use the money to 
acquire and expand the facilities of 
Southern Continental Telephone Com- 
pany in northeastern Tennessee. The co- 
op plans to provide dial service to Con- 
tinental’s present subscribers (1,174) and 
to 1,468 now without telephone service of 
any kind. The completed system will serve 
2,642 subscribers with 519 miles of line, 

including 406 miles of new construction. 
A newly formed co-op in Kentucky was 
granted a loan of $743,000 to construct 
a modern telephone system designed to 
serve 1,663 families and other rural resi- 
dents in southwestern Kentucky. The co- 
op, Logan County Rural Telephone Co- 
operative Corporation, Inc., will purchase 
a small commercial company at Dunmor, 
Kentucky, now being operated by South- 
ern Continental Telephone Company. 























Financial News 
and Comment 


By OWEN ELY 


Gas Construction Expenditures 
Continue at High Level 


henge year the gas industry spent $1,055,- 
000,000 on new construction and this 
year the amount is expected to increase to 
$1,385,000,000—the latter figure having 
been surpassed only by the $1,462,000,000 
spent in 1951. There has been a good deal 
of confusion in the industry resulting from 
the Supreme Court decision in the Phillips 
Case and the resulting regulation of in- 
dependent gas producers by the FPC—it 
now looks as though the remedial legisla- 
tion passed by the House will fail in the 
Senate and go over till next year. But the 
industry is still continuing its ambitious 
program to bring gas to new areas and 
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complete the network of pipeline facilities 
throughout the country. 

Expenditures for transmission facilities 
this year are estimated by the AGA at 
$725,000,000 compared with $394,000,- 
000 last year. The two major new pipe- 
lines—the Pacific Northwest line from 
New Mexico to Idaho, Oregon, and 
Washington, and the American Louisiana 
line from Louisiana to the Detroit area 
—together will cost less than $300,000,- 
000, so that well over half the proposed 
expenditures will be for smaller projects, 
looping of lines, installation of pumping 
facilities, etc. The SEC has just approved 
the Louisiana-Michigan line. Distribu- 
tion facilities are expected to cost $441,- 
000,000 this year, and underground stor- 
age $74,000,000. 

During the period 1955-58, the AGA 
forecasts expenditures as follows: 


BOD Gs ote. sfsiacsin ie ein tciecoie eae $1,385,000,000 
NOG 5 -'osc.n ornaeieer stot tories 1,205,000,000 
1) An ene aie CORE 974,000,000 
10. Seen Ce Cor Cee 751,000,000 

$4,315,000,000 


The estimates for 1957-58 are prob- 
ably quite conservative since construction 
plans for these years may not have fully 
crystallized as yet. Natural gas now 
dominates the industry, only about 7 per 
cent of construction expenditures being 
for manufactured and mixed gas facil- 
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ities. The accompanying table gives a 
breakdown by type of gas and by plant 
function for the years 1954-58. 


. 


Electric Bond and Share’s 
Golden Anniversary 


HE fiftieth annual stockholders’ meet- 

ing of Electric Bond and Share rep- 
resented a milestone in the company’s his- 
tory, with virtual completion of the pro- 
gram for changing the company’s status 
from a utility holding company to an in- 
vestment company. Shareholder repre- 
sentation on the occasion of the “golden 
anniversary” was the best in history, with 
over three-quarters of the stockholders 
(and 85 per cent of the stock) present or 
represented by proxies. High lights of the 
address by President Walker included the 
following: 

The backlog of service contracts of 
Ebasco Services Incorporated (fully 
owned by EB&S) is now nearly 22 per 
cent above the end of 1954 while the con- 
struction backlog gained 20 per cent. 
Moreover, $85,000,000 additional con- 
struction work, involving important elec- 


tric and industrial contracts, is being nego- 
tiated. With use of electricity expected 
to triple by 1970, power companies may 
spend some $70 billion in the coming fif- 
teen years for construction, in which 
Ebasco expects to participate substantially. 
The huge American & Foreign Power 
system, in which EB&S has a 53.5 per 
cent equity interest, anticipates a popula- 
tion gain of 60 per cent in Latin America 
in the next two decades, which should 
greatly stimulate the demands for elec- 
tricity. When Argentina and Brazil de- 
velop their own oil resources, this program 
should materially benefit these countries as 
it has Venezuela, Columbia, and Peru. 
AS a result of liquidation of utility hold- 
ings and particularly the reduction of 
its large investment in United Gas Cor- 
poration to slightly less than a 5 per cent 
equity interest, EB&S had built up a large 
cash backlog for investment. At the end 
of 1954 this approximated $41,000,000 
and has since been increased by sale of 
about $15,000,000 stock of United Gas. 
The program of investing these funds is 
now well under way, more than $30,000,- 
000 having been invested or earmarked as 


GAS UTILITY AND PIPELINE CONSTRUCTION EXPENDITURES 
(Millions) 

Forecast Total Actual 
Type of Gas and Actual Forecast Total 
Plant Function 1954 1955 1956 1957 1958 1955-58 1951-54 
Natural Gas—Total .............. $ 946 $1,284 $1,133 $920 $696 $4,033 $4,537 
Production and Other Storage .. 119 73 72 73 74 292 542 
NS gle Sooo ccs go's 389 720 577 402 183 1,882 2,422 
Underground Storage ........... 42 74 47 32 34 187 171 
SRMNMMMOE 96 6b osc csseuh dows 346 371 387 380 373 1,511 1,218 
BURG 55h Ss ccus cada gese sss 50 46 50 33 32 161 184 
All Other Types of Gas—Total 109 101 72 54 55 282 396 
Production and Storage ......... 20 19 13 11 13 56 76 
PEMD gv vocwscsesscéawees 5 > 2 1 1 9 21 
SEEMED 6 Goo c5eGs fh soe esns 77 70 51 39 37 197 274 
oo ee eerrer ree “f 7 6 3 4 20 25 
Total Industry—Total ............. 1,055 1,385 1,205 974 751 4,315 4,933 
Production and Other Storage . 139 92 85 84 87 618 
are 394 725 579 403 184 1,891 2,443 
Underground Storage ........... 42 74 47 32 34 187 171 
Loo eee 423 441 438 419 410 1,708 1,492 
oe OU errr 57 53 56 36 36 181 209 
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UTILITY ANALYSES PUBLISHED RECENTLY* 





Company Analyses Firm Pages 
American Natta Gas ..6606 0066 03 oes eee ds Argus Research Corporation ........... 4 
PORTICO PAPCITIO 6 oecc cs ci sssccscecees Argus Research Corporation ........... 2 
PAPAS RON GOS: <5 ion disso 5 «408 se asicee'es PD aARE) CE GOe) oi kes ciuldecs sels slowis.se 1 
Californias acinc Wtities ..... 600.0 8ss cscs tee ER ore Sinha season glee ehioin:s 4 
Gacouna ower & Lignt Cov . 2.0.6... 3s ROW Presepricn We CO. oo... cee ccc a 
Gentral Banine POWEE oo 50s) o/s vce deies'ee'eaew Gee RA OR ia dn 5% Vio ciasin so Sia Ras 1 
COR a8 Co eae eae ere err Beer RAMEE Od 5 ove -sacs oo 6 essa os 2s 2 
REOHORPER OWED 4.500.5055 oi5:00 5.400.085 cccles’ Argus Research Corporation ........... 2 
GRAINS OWE 5.5 5:5 5 50505 a's saree nieios eles MESS C2 “al 60 0 RA Se Se 1 
Continental TElphOne ..... 0.66. cssssceeees Shearson: Hammill & Co. 5 <.....05.0050:8%,5 1 
Faster Wtrities ASSOC, 2... 5.066808. sees Midder, Peanody Ce CO. os... kes eee 11 
CS OS OS ee ee Se Ca gts ag ©) EIR eae ee ae ree 4 
LEC oo) a reer ener es A MBEAN 6555555515: si0ie's cscialebin's ocerele 1 
AMIN BROW ooo vcs cies os 5.0.00 cS eccwsiesoiloee MOO OOS 555 5.9 5 so hdic's (sein %ese'e'sic's 2 
prternavodar Vel Tel)... sss asevevslscies's CP PRAO EMUAe id 3 tise: sisi se W Soe clcelce es 1 
Internauonal Tel. & Tel. occ cccscsssceeus i eT es aoe erases Gyoreasis Se cidisiens's 1 
Pe AG iene a Seria igs bin 3h Sse de oe AGG OOo. a.6.5 5:5: cisle. cic 66 Sic oie sie siene's 2 
tong Island) Dightitig® «0c... sissies os lesitbe Argus Research Corporation ........... 2 
EE Oe rer © I er Sea rc eee 4 
Montana-Dakota Utilities .................. Wy ISRO o 58 a oc05.s. 404 660s cess 1 
BAOHOM A ROMEL, © 5 cic ssicie.cisicis. cs8 cise ere Argus Research Corporation ........... 2 
New England Elec. System ................ (Bio, Dia Valk 2 00 Sets eo on ae eee 2 
New Jersey Natural Gas .............0cceee G. A. Srakin & SOI reg sc cw bene 6 
Northern States-Power......:. <4 606s 5. .asnk's CED HUNAN OI ioe ecb veces ocsnees 2 
Northern States Power .............c0cceee HAMNEStOCICIE COE is 0:36:6.0ci5.5 100 cs.cab sane 2 
NOE EAD PERRIN 616/554 50 0-<' 5 6-5 9's 6 4ce:0in Sue viniate e's ste Argus Research Corporation .......... 6 
Oldahonin- Gas -G Ble. coos oes ids oe cower tes Argus Research Corporation .......... 2 
le A Se OS Oe Pee ree Lak OC I a ree ean 4 
Peopies Gas Lignt & Coke ...............¢ Argus Research Corporation .......... 7 
Pe OROMEC IBS POWER 6 oio5 ocd cde ove Sich oles Shearson, Hammill & Co. .............. 1 
Puget Sound Power & Light ............... PRACNNIRE OO. 5427s ao kawccuceGuviesa sane 1 
Southern Cal. Edison (Conv. Deb.) ........ NE, aoc vcakansesoonses 1 
Southwestern Public Service ............... Nidder, Peabody © Gov ccc. cies ccs 16 
Southwestern: State Tel, oo. oc ccc scec ccsess IS Cy a to 9? ARIE 2 
‘Luceon Gas, Blec. Lt, © Pr. .... oo. ccc doce IVD Bit: VIE Gr CO 65 occcisisic css cccisng os 4 
Virginia Electric & Power ................. Argus Research Corporation 2 
Washington Water Power ................. Argus Research Corporation 1 
Washington Water Power ................. GG ONOE VY COS fase cdicecsicensce cases 7 
West Va, Water SErvic® 2.0.6.5... cece Cohu & on Ewe wE Veahwe twa aaa Meee ss 1 
WH ABOONSEEEUIEC TLS 5 0:3 6i6ig o.0)5:5.0:816.6 0 Sca9 0 bape TOREDEINIAN CC CON) ciocecesiedasnuecasenes 2 

Regular Bulletins and Tabulations 
Elec. & Gas Utility Com. Stocks .......... First Boston Corporation .............. 11 
Pupnc Weines Bulletin ...6.6666. 0c 6cc cass Teamtitigth DON Ge COL oes coe vieciece ss 10 
lity Commi StOCkS ...0c05 scene cs secs ches WV ihe VV CI COs cccince So citinssceiened 5 
Utility Common Stocks (Tabulation) ....... FEW. EPSS OCIS COs 6.6s0-ci0s ceeaes 6 
Utility & Industrial Pfd. Stocks ........... White Weld Ge. 5 ficctbedessecus 32 

Other Bulletins on General Topics 
Attractive Utility Stocks ..........eseseee- Goodbody & Co. ......seseeeeeeeeee eens 1 
DRUIE CON THUNUIEY, Cc icccccsestscccecccs Argus Research Corporation ..........- 8 
PERNSVIVEEME CINUIOS 6 cic ecsie cate celine ds SGONNOG MCE Cie nics cassis caxesscene nets 2 
Survey of the Independent Telephone 

ERR ciaig arose soorg. 0's. 61a 6 65¥55:2 0/9 61 856. 034/ sini g8 Shearson, Hammill & Co, ............6 2 
‘Phree Tndustrial UGHtyls: .6.sce ssc c se cescee TORRE ORO. ciersis.co8's-s.5:0 0.0.6 sarees 2 
Utilities Are Attractive for Purchase ...... NOME Cs oc so oo 5 vaiciete stein. 8.s 2 
Utilities in the Chicago Area .............. Gadd odwiee! COs i <n ecsschinndons. lease 4 
Western Utility Companies ................. OUGURNI ME GO ic i vis ss Sicceeesecson 10 





April 
July 
June 


June 
April 


is 


June 


*Similar lists appeared in the May 12th and February 3rd issues; also in the November 11th, July 


22nd, and March 18th issues of 1954, and in preceding years. 
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of June 15th. Included in this total is a 
joint chemical operation with United 
Gas and National Research, the $20,000,- 
000 Escambia Bay Chemical Corporation, 
in which EB&S has a 45 per cent interest. 
This plant will initially produce ammonia 
and nitrates in various forms, and later 
plans to produce vinyl resins, widely used 
by the plastics industry. EB&S also has a 
40 per cent equity interest in Peace River 
Glass Company, which is building a plant 
near Edmonton, Canada, to manufacture 
glass fiber mat, etc., using the Schuller 
patented processes. 

In addition to these “special situations” 
EB&S has been building up its new port- 
folio of investment securities. As of June 
15th, the list included twenty listed chem- 
ical, metal, oil, and other industrial stocks 
with a market value of $17,155,000, of 
which $4,400,000 represented apprecia- 
tion. Taking the investment in Ebasco 
Services at book value, EB&S stock at 
June 15th had a net asset value of $30.63, 
representing an increase of 15 per cent 
over a year earlier. Share earnings for 
1955 are expected to approximate $1.25 
per share. Tax-free cash dividends will be 
initiated around the year end, it is under- 
stood. 

¥ 


A Favorable Forecast for 
Utility Stocks 


sa Berns Hype, well-known utility 
analyst and partner in Josephthal 
& Co., has occasionally in the past issued 
bearish views on the outlook for utility 
stocks. Recently, however, despite some 
recent advance in utility issues, his firm 
has issued a bulletin “Utilities Attractive 
for Purchase,” following an earlier issue 
entitled “Long-term Prospects Turning 
Favorable.” 

The recent bulletin lays considerable 
stress on the action of utility stocks in re- 
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lation to money rates, pointing out that 
stocks have done well to hold their own 
during the recent period of hardening 
money rates. Investors are beginning to 
appraise the outlook for 1956 and in this 
connection the fact that the utilities now 
have reserve capacity of 21.5 per cent 
places the industry in very good position 
to meet increased demands for power more 
efficiently than in past years. Also, a sub- 
stantial part of the credit for interest 
charges to construction will be eliminated 
this year, and this factor will put the 
utilities in better position to carry through 
to common stock any improvement in next 
year’s operations. 

Other favorable factors are the rapid 
increase in sales of electric appliances, 
greater use of air conditioning by com- 
mercial customers, the industrial trend 
toward improved lighting, greater auto- 
mation, etc. 

Unless there is an unexpectedly sharp 
decline in business activity, Josephthal & 
Co. thinks revenues should continue to in- 
crease by about 8 per cent, with a some- 
what smaller increase in operating ex- 
penses. Depreciation charges may tend to 
level off, reflecting a reduction in con- 
struction work. Also, Congress may en- 
act some corporate tax relief next year. 
Based on all these factors it expects an 
increase in net income of 20-25 per cent 
by 1956 with the greater part of this im- 
provement coming next year. Continuing 
dividend increases should help to correct 
present low yields on individual stocks. 
Demand from institutional investors is ex- 
pected to improve over the balance of the 
year, with resulting higher prices. 


¥ 


The Cash Flow Statement 


HE importance of the cash flow state- 
ment is perhaps not generally realized 
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by utility executives, since only a few 
companies include it in their annual re- 
ports. One of the best of these forms was 
presented by Northern States Power in 
its booklet “Financial and Statistical In- 
formation,” published in May, 1955, 
which appears herein. A minor criticism 
might be that in the top portion of the 
table the years proceed from left to right, 
while in the bottom section the reverse or- 
der is followed. 

Niagara Mohawk Power also presents 
in its annual report a “Summary of Finan- 
cial Operations 1950-54” which is virtual- 
ly a cash flow statement, although divi- 
dends are included in the “disposition of 
funds”—usually retained earnings rather 
than net income are shown in “source of 
funds.” 

These statements are of interest to the 
analyst in that they show the amount of 
cash generated internally, particularly by 
accelerated amortization and by other 


amortization items of all kinds. In this 
connection, the new forms of fast depre- 
ciation permitted by the 1954 Tax Code 
may soon be an additional cash-generat- 
ing factor. The experience of Northern 
States Power, which generates about 40 
per cent of special cash needs and raises 
60 per cent from sale of new securities, is 
probably roughly typical of the industry. 
On the “requirements” side construction 
is of course the major item, but it is fre- 
quently of interest to know the size of 
sinking-fund requirements—this informa- 
tion should appear in the utility profit-and- 
loss statement (as with the railroads) but 
apparently does not. 


NALYSTS are also much interested in 
the equity ratio and the frequency of 
equity financing. By projecting plans for 
equity financing into the future they can 
estimate possible dilution of future share 
earnings. A table for a utility company 


& 


NORTHERN STATES POWER COMPANY 






































1947-1953 1954 1955 1947-1955 
CASH FLOW Total _ (Estimated) Total 
Requirements: (Millions of dollars) 
COT EPOCELOTE CRON CYC | «525. 2sciy ov sco bass acssscdacbacesschcsteacectietsestcosten $226.8 $49.1 $50.1 $326.0 
Sinking fund requirements 1.8 0.3 0.2 2.3 
G&S CONVEPSION COBES............0...cccecsses-osss00e0 1.5 0.2 1.7 
Cost of refunding $4.80. preferred Stock...........--csscessesssnsceneeneecneenseeneenees i 1.1 
Increase in materials and supplies. Scan gress eases oedema ect edces ek cataeeansantesttcsectunes 6.9 6.9 
MNS Se atc Lo hod ell ae NT has ot a $237.0 $50.5 $50.5 $338.0 
Sources: 
ER, 3a ORE Pee Oe ea eS . S2a7 $ 3.9 $ 4.0 $ 30.6 
PPOVIBION TOP GELCITCA INCOME CAX...—.5..5<..<..0.c000ccensecsesscessocecsencessecsoasecsanscesensese 1.0 1.0 1.5 3.5 
Depreciation reserves and amortization...................ccccccccsecssesccsscsecscssssscsseseces 60.3 11.3 11.8 83.4 
Treasury cash eesanUadtessncviadecceseseucats —7.2 0.2 5.0 —2.0 
Other current position... Pe saear ea et a cata des cxges tet Wada bute ests bouse senses et Sosa teadasepenstateoniees 16.2 4.5 —1.8 18.9 
PHY CH RIUB IMC IDCLETL DOIOW) occ ccccccesiscecosesastceussssecstoassacusdacieonsevacesicaseceetics 144.0 29.6 _ 30.0 203.6 
MMIOCRUB: - Svcchessxsenssovses ee $237.0 $50.5 $50.5 $338.0 
Percent of Total Sabeaienns: 
IN PIR NNN coco i acausscn ctotUiccece luisa baie iit nteeses eae ieasewehSaka 39.2% 41.3% 40.6% 39.8% 
MINI ORS NINN 5006 fag ct ccauassasanse oust cna cue scanculdeascndcsaddsatostetatdesssesiessecasjeretion 60.8 58.7 9.4 60.2 
Est. 
1955 1954 1953 1952 1951 1950 1949 1948 1947 Total 
Sources of New Capital: 
NOE orcs dip cecscsscsssatvess $20.2 $21.5 $25.5 $10.1 $1.1 $ 78.4 
Preferred stock.... 15.0 $17.6 20.1 52.7 
Common stock...... 16.9 11.4 0.1 16.1 44.5 
Bank loans......... —22.5 $22.5 —15.0 $15.0 _ 12.0 _10.0 __ 28.0 
2, eee $29.6 $22. 5 $17.9 $15.0 $17.7 $41.6 $18.2 $11.1 $203.6 
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showing the changes in the equity ratio 
over a 10-year period, and indicating the 
extent to which improvement resulted 
from new equity financing or from incre- 
mental retained earnings, etc., would be of 
interest. The writer does not recall ever 
having seen such a table, however. 


& 
Another Job for Utilities— 
Converting Salt Water? 


q | ‘HE utilities seem to be pioneering in 
much of our present-day research— 


e 
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atomic power reactors, gasification of coal, 
the improvement of house wiring, and de- 
velopment of new accessories, etc. Now 
they have entered a new field by helping 
to solve the national problem of our de- 
clining fresh water supply. A recent arti- 
cle in the June 25th Saturday Evening 
Post features the interest of Texas Elec- 
tric Service Company (Texas Utilities 
subsidiary) in the practical phase of this 
research program. Over $50 billion has 
been invested in this country in the past 
few years for the acquisition, treatment, 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Operating Statistics 

Output KWH—Total (May) 
Hydro-generated 
Steam-generated 


aaa 

Peak Load (January) 

Fuel Use (April) : — 
S 


Oil 


Mill. KW 


Mill. Tons 
Mill. Mcf 
Mill. Bbls. 
Mill. Tons 


Coal Stocks 


Customers, Sales, Revenues, and Plant (A pril) 
KWH Sales—Residential Bill. KWH 
Commercial 
Industrial 
Samal, Incl, Misc. ......... 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 


Income Account—Summary (A pril) 
Revenues—Residential 

Commercial 

Industrial 

Total, Incl. Misc. Sales 

Sales to Other Utilities 

Misc. Income 
Expenditures—Fuel 

Labor 

Misc. Expenses 

Depreciation 

Taxes 

Interest 

Amortization, etc. ........ 

Net Income 

Prcterred DV. .... 026600 

Bal. for Common Stock .... 

Common Dividends 


D—Decrease. NC—Not comparable. 
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Per Cent Increase 


Latest Latest Latest Latest 

Month 12 Mos. Month 12 Mos. 

43.4 498.0 16% 10% 
9.8 — DS — 
33.6 _— 24 —~ 
106.3 — 13 —~ 
84.1 — 8 — 
10.1 — 17 — 
92.8 —_ 2 — 
5.7 — 19 — 
40.1 — D8 _— 
fe 4 82 11 12 
5.0 61 8 11 
14.7 161 19 5 
34.3 389 14 7 
33.7 — 3 — 
49 2 — 
3 — 3 — 
41.1 — 3 _— 
$ 199 2,290 9 10 
135 1,624 7 11 
156 1,758 13 2 
534 6,219 10 7 
38 447 14 7 
26 246 6 9 
80 997 8 D1 
102 1,226 2 5 
84 976 11 6 
57 648 12 12 
135 1,486 14 10 
405 8 9 
a — NC NC 
105 1,177 10 11 
11 147 — 5 
94 1,030 11 12 
55 729 13 9 

















FINANCIAL NEWS AND COMMENT 


and delivery of water, and an equal 
amount will be spent in the next decade or 
SO, it is estimated by The Saturday Evening 
Post writer, William A. Ulman. To the 
growing demands of city residents for air 
conditioning and other new uses are add- 
ed the huge requirements for irrigation, 
industrial and utility plants, etc. The use 
of water is growing nearly as fast as that 
of electricity—it is expected to double by 
1975. 

The trouble in obtaining additional 
fresh water supplies is that many huge un- 
derground pools are too brackish or min- 
eralized for ready consumption—the 
same as sea water. Many scientists and 
inventors have been at work on new 
processes to convert such water into 
palatable or usable form. Recently one of 
the first “large-scale” processes was given 
a practical demonstration by Texas Elec- 
tric Service in co-operation with Ionics 
Inc. of Cambridge, Massachusetts, a sub- 
sidiary of American Research & Develop- 
ment Corporation. An electric current, 
applied to secretly developed plastic mem- 
branes between which the water flows, 
can process 2,400 gallons of water an hour, 
but this is still only a pilot operation. 


& 


| peace Thomas of Texas Electric 
Service indicated that more research 
remains to be done, but that eventually 
“these devices may solve West Texas’ wa- 
ter problem,” since there are billions of 
gallons of mineralized water (both sur- 
face and underground) in Texas and ad- 
jacent states. He stated, “we want to make 
West Texas better and more productive 
agriculturally and industrially.” 


> 


EEI Weekly Electric Output 
Index Revised 


dwn weekly index of electric output 
developed by the Edison Electric In- 
stitute has now been revised to adjust for 
changes in the normal seasonal pattern. 
Changes in the rate of growth of air con- 
ditioning, the greater use of irrigation, 
and the increasingly heavy consumption 
of power by the AEC are factors in the 
new seasonal trend. 

In adjusting the weekly electric output 
it is necessary to study seasonal and 
cyclical variations, the long-term trend 
growth, and the various special factors. 
The new EEI index for 1953-55 is re- 
produced below. 
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1954 
Rev. 
(Mill.) 


$ 14 


143 
150 


63 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Pipelines 


East. Tenn. Nat. Gas ... 
Mississippi Riv. Fuel .... 


Southern Nat. Gas 


Tenn. Gas Trans. ....... 
Texas East. Trans. ..... 


Texas Gas Trans, 
Transcont. Gas P. L. .. 


Averages 
Integrated Companies 


American Nat. Gas 
Colo. Interstate Gas 


Columbia Gas System ... 


Commonwealth Gas 


Consol. Gas Util. ........ 


Consol. Nat. Gas 
El Paso Nat. Gas 


Baintabie Gas .......... 
Kansas-Neb. Nat. Gas .. 


Lone Star Gas 


Montana-Dakota Utils. .. 
Mountain Fuel Supply .. 


National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 


Panhandle East. P. L. . 


Pennsylvania Gas 


Peoples Gas Lt. & Coke .. 


Southern Union Gas .. 


United Gas Corp. ....... 


Averages 
Retail Distributors 
Alabama Gas 
Ark. Louisiana Gas 
Atlanta Gas Light 


Brooklyn Union Gas ... 


Central Elec. & Gas . 


Central Indiana Gas .... 


Gas Service 

Hartford Gas 
Houston Nat. Gas .... 
Indiana Gas & Water 


Kings Co. Lighting .... 


BEACIRGENSAS .. «005.20. 
Minneapolis Gas 


Mississippi Valley Gas .. . 
Mobile Gas Service .... 
New Jersey Nat. Gas .. 


North. Illinois Gas 
Pacific Lighting 


Pioneer Natural Gas ... 
Portland Gas & Coke .. 


Providence Gas 
Seattle Gas 
South Jersey Gas 


United Gas Improvement 
Washington Gas Light .. 
Western Kentucky Gas . 


Averages 
18, 1955 


eeeeeere 


ee 


cones 


11 


29 


38 


7/27/55 =Divi- 
Price 
About 


dend 
Rate 


Approx. 
Yield 


5.5% 
8 
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Cur- 
rent 
Period 


$ .58 
1.88 
1.98 
1.95 
1.74 
1.65 
2.11 
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ite tee teLe 
a 
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Share Earnings* 


% In- 
crease 





12 Mos. 
Ended 


June 
Mar. 
June 
Apr. 

Mar. 
Mar. 
Dec. 


Mar. 
Mar. 
Mar. 
Dec. 


Price- 
Earns. 
Ratio 


19.0 





bem ND et et et es 
PSK SPUNT 


Wm oO ON 
Aine india io 


18.9 


125 
i127 
11.9 
13.3 
14.0 
13.5 
11.6 
16.2 
13.8 
14.2 
16.7 
12.3 
13.2 
12.3 
18.6 
14.2 
17.0 
17.4 
19.2 


16.0 
18.0 


14.4 
13.2 


15.0 











69% 


Approsz. 
Com. 
Stock 

Equity 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER UTILITIES 














Share Earnings* Approx. 
1954 7/27/55 Divi- Cur- Price- Div. Com. 
Rev. Price dend Approx. rent Jo In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended _ Ratio out Equity 


Communications Companies 


Bell System 


























$4,784 S Amer. T. & T. (Cons.) .. 187 $9.00 48% $12.39** 6% May 15:1 73% 65% 
220 A Bell Tel. of Canada .... 53 2.00 38 2.43 is Dec. ais «tC 
37. O Cin. & Sub. Bell Tel..... 88 4.50 51 5.16 26 Dec. 17.1 87 100 
163 A Mountain Sts. T. & T. .. 143 6.60 4.6 8.20 17 May 17.4 80 73 
259 A New England T.& T.... 139 8.00 5.8 7.83 6 Mar. 17.8 102 54 
632 S Pacific Tel. & Tel. ...... 146 7.00 48 9.78 24 May 14.9 72 56 
81 O So. New England Tel... 44 2.00 4.5 2.18 8 Dec. 20.2 92 68 
Averages ........ 4.8% 17.8 84% 
Independents 
$ 11 O Calif. Water & Tel. .... 19 $1.00 53% $1.56 8% Apr. 12.2 64% 36% 
12 O Central Telephone ..... 19 90 47 VIZ 24 Apr. 11.0 Sat, 2a 
35 O Continental Tel. ........ 29 1.00 3.4 2.10 36 Dec. 13.8 48 Za 
3 O Florida Telephone ...... 18 80 4.4 1.07 40 Dec. 16.8 75 41 
143 S General Telephone ...... 43 1.28 3.0 2.14** 18 May 20.1 60 34 
5 O Inter-Mountain Tel. 15 80 5:3 92 26 Dec. 16.1 86 64 
17 S Peninsular Tel. .... 42 1.80 43 Be 7 Mar. 16.7 71 41 
16 O Rochester Tel. . 20 1.00 5.0 1.39 18 Mar. 14.4 72 J 
7 O Southwestern Sts.Tel.... 22 1.00 4.5 1.31 20 ~=s Apr. 168 76 & 
24 O United Utilities .... 24. ~ 120’ SO L57** DS Mar. rd “Zt 35 
10 O West Coast Telephone.. 19 1.00 53 1.24 4 Ap. 13 81 42 
222 S Western Union Tel. ..... 25 1.00 4.0 1.89** 12 Dec. 152 =S3 «80 
IIVERARES: 6205/5535 4.6% 15.1 67% 
Transit Companies 
> 27 & Gapital: Transit. ...... 10 $ .80 8.0% $.75 D23% Mar. 13.3 107% 82% 
13 O Cincinnati Transit ..... 5 30 6.0 13 D&6 Dec. — 231 41 
9 O Dallas Ry. & Terminal .. 14 1.40 10.0 2.21 21 Dec. 6.3 63 71 
227 S Greyhound Corp. ...... 16 100 63 1.40 19 Mar. 114 #471 82 
25 O Los Angeles Transit .... 16 1.00 6.3 99 =D21 Dec. 16.2 99 87 
Zo S Natt: City Lines......... 25 1.40 5.6 2.76 17 Dec. 9.1 51 88 
73 © Pinla. Transit ......... 16 30 1.9 Deficit — Dec. = -- 24 
7 O Rochester Transit ... 44 40 8.9 44 D23 Dec. 10.2 91 38 
Be Oe SE eOUIS en Sse oiecscces 15 1.40 9.3 79 = D35 Dec. 19.0 177 90 
17 SS) Dwi Cites, le... seca: 16 1.60 10.0 Deficit — Dec. —- — 4 
23 © United Transit «..:..6..<. 5 _ 95° " DZS Dec. 94 — 44 
Averages ... 7.2% 11.9 111% 
Water Companies 
Holding Companies 
$ 34 S American Water Wks... 94% $ .50 5.3% $ 87 D4% Mar. 10.9 57% 16% 
4 O N.Y. Water Service .. 65 .80 i 1.76 30 Mar. — 45 Bi 
Operating Companics 
$ 4 O Bridgeport Hydraulic... 31 $1.60 5.2% $1.49 D5% Dec. 20.8 107 53 
11 O Calif. Water Service .... 41 2.20 5.4 2.45 D1 May 16.7 90 29 
8 S Hackensack Water ..... 44 2.00 4.5 3.26 D8 Dec. 13.5 61 41 
5 O Jamaica Water Supply 40 180 4.5 2.98 9 Mar. 134 © 2 
4 O New Haven Water...... 58 3.00 52 4.42 76 Dec. 13.1 68 58 
6 O Phila. & Sub. Water .... 35 1.00(c) 2.9 2.45 — Dec. 14.3 41 22 
9 O Scranton-Springbrook ... 20 90 864.5 1.30 D4 Mar. 154 69 31 
4 O Southern Calif. Water .. 15 65 4.3 .94** D1 Dec. 16.0 69 — 
Averages ........ 4.6% 155 75% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 1954, 
and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. NC—Not comparable. E—Estimated. 
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Atomic Power “on the Line” 


O* July 18, 1955, at 2.57 p.m., for the 
first time in America, and perhaps 
in the world, electric energy of commercial 
quantity was generated from atomic 
energy. On that day in West Milton, New 
York, Lewis L. Strauss, chairman of the 
Atomic Energy Commission, threw the 
switch which closed the circuit and sent 
the current into the network of the 
Niagara-Mohawk Power Corporation for 
use in lighting houses and factories of the 
people in central New York state. The 
power, 10,000 atomic kilowatts of it, came 
from a prototype reactor designed by the 
General Electric Company for the Atomic 
Energy Commission’s second atomic- 
powered submarine, the USS Seawolf, 
that has since been launched. 

The turbine generator converting the 
atom-produced steam to electrical energy, 
was built and owned by GE. It cost $1,- 
250,000, but was put into service by GE 
at no cost to the government or to Niagara 
Mohawk, which is receiving the power on 
an interruptible basis. Niagara is paying 
AEC 3 mills per kilowatt for the tem- 
porary use of the energy. Two municipal 
power systems—those of Illion, New 
York, and Holyoke, Massachusetts—and 
a co-operative in Delhi, New York, had 
ninety days to find a way to receive the 
power, since under the preference clause 
of the Atomic Energy Act of 1954 they 
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have first call on power generated at pub- 
lic projects, such as this one, owned by 
AEC. 

Reaction of observers at the ceremonies 
was perhaps best summed up by Represent- 
ative W. Sterling Cole (Republican, New 
York), former chairman of the congres- 
sional Joint Committee on Atomic Energy, 
who said: 


It was a momentous and historic oc- 
casion which I was privileged to observe, 
and represented the culmination of 
many years of planning and effort on 
the part of thousands of persons di- 
rectly and indirectly engaged in the 
atomic energy program. 


This important event in the history of 
the development of atomic energy did not 
mean that atom-generated electricity was 
already a commercial reality. Indeed, 
Ralph Cordiner, president of GE, told re- 
porters that he could not predict when 
that day would come. “I wish we knew,” 
he said. But there was no doubt in the 
minds of those participating in the cere- 
monies in front of the 225-foot steel 
sphere containing the reactor that the 
West Milton project was a forerunner of 
others, constructed with, and probably 
later, without the aid and advice of AEC, 
making competitive atom-produced elec- 
tricity an everyday part of American life. 


























_" Chairman Strauss, the West Milton 
project marked an important step, but 
only one of many, in atomic development 
for peaceful purposes. 


He said: 


Surely this is an exciting occasion, 
but even so, we must bear in mind that 
we are only now arrived at a point in 
the atomic age comparable perhaps to 
that reached by the caveman who dis- 
covered that he could make fire by rub- 
bing two sticks together, and who went 
on to dig a pothole in the floor of his 
cave and chisel out a smoke hole in the 
roof so he might warm himself and 
cook his food. It took thousands of 
years before his descendants learned to 
put that heat through engines to drive 
their trains, ships, and planes and do all 
the multitude of things that we now per- 
form with the relatively feeble energy 
derived from the chemical reaction we 
know as fire. 

Weare just at the small beginning of 
trying to apply the great energy of 
atomic reaction, but our program should 
be vastly accelerated by our accumulat- 
ed knowledge. Each forward step, such 
as the one which is occurring here to- 
day, adds to that store of knowledge... . 

In two years or less our first full-scale 
plant to produce commercial electrical 
power from atomic energy will be sup- 
plying 60,000 kilowatts of electricity to 
the Pittsburgh area. That plant, for 
which President Eisenhower broke 
ground last Labor Day, is under con- 
struction at Shippingport, Pennsylvania. 

American companies, and groups of 
companies and co-operatives in various 
parts of the United States stand ready, 
as of now, to build six commercial 
atomic power plants with a total capac- 
ity of 765,000 kilowatts and have them 
completed within the next five years, at a 
total cost of nearly $250,000,000. Some 
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of these groups are prepared to pay the 
entire cost out of their own pockets 
without any financial help from the fed- 
eral government, even though atomic 
power plants are not yet a paying 
proposition; that is to say, they are not 
as yet economically competitive with 
conventional plants. 

American industry, large and small, 
is in the picture in an impressive way. In 
close partnership with the federal gov- 
ernment under the new Atomic Energy 
Act of 1954, the rdle of industry will 
grow and grow. 


Sion West Milton project was signifi- 
cant in another respect. As Chairman 
Strauss pointed out, it demonstrated that 
the atom “can indeed be stripped of its 
military casing and adapted to the arts of 
peace.” It stood for aspirations that the 
day would come when the atom would 
only be “the servant of man, and never 
again his destroyer.” 


The AEC chairman continued : 


Like this submarine prototype re- 
actor, now converted to a production of 
civilian power, our atomic weapons 
stockpile also has another and happier 
potential. Conventional weapons such 
as Shells, tanks, guns, and planes become 
obsolete with time and whatever is re- 
coverable is by salvage at a fraction of 
their cost. 

But when the day which we pray for 
finally comes—when our atomic devices 
are no longer necessary to deter aggres- 
sion—then the nuclear components can 
easily be converted into material, much 
as is in this reactor, to become great 
sources of beneficent power, providing 
the conveniences and blessings of peace 
to our people. 

Before me stands a large two-way 
switch. If I throw its blade in one di- 


AUGUST 18, 1955 








rection it will turn the propellor shaft 
of a military weapon. 

But when I throw it in the other di- 
rection, as I am about to do, it will send 
atomic electric power surging through 
transmission lines to towns and villages, 
farms and factories — power not to 
burst bombs or propel submarines, but 
to make life easier, healthier, and more 
abundant. 


as an earlier part of the brief 
ceremonies, Francis K. McCune, GE 
vice president and general manager of the 
company’s atomic products division, had 
given a thumbnail description of the tech- 
nical operation of the project. He ex- 
plained that the heat produced by the pro- 
totype nuclear reactor is transferred to a 
heat exchanger by means of liquid sodium. 
The liquid sodium thereafter is circulated 
through the heat exchanger where water 
is converted to steam to drive the turbines. 
Mr. McCune said also that the company 
would derive no profit from either the con- 
version of nuclear power to electric power 
or from its distribution. Any such in- 
come would go directly to the government. 
He said the project had been arranged by 
GE in co-operation with AEC “as a 
means of demonstrating the peacetime use 
of atomic power in the free world.” 

GE President Cordiner stated that the 
project would serve to point up the “ac- 
tuality” of atomic electricity for home and 
industry. “Of tremendous importance 
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from the standpoint of future progress,” 
he said, “this occasion will symbolize the 
willingness and ability of American indus- 
try to invest its skills and its own funds in 
the development of a progressive atomic 
energy industry in the great American 
tradition of competitive enterprise.” 


pani Anderson (Democrat, New 
Mexico), present head of the congres- 
sional Joint Committee on Atomic Energy, 
also participated in the program, as did 
Secretary of Interior McKay. Senator 
Anderson asserted that “the goal (of com- 
mercial atomic power) now stands clearly 
on the horizon, but it will not be reached 
without . . . still greater ingenuity, bold- 
ness, and willingness to sacrifice. It is 
through a team effort of government and 
industry—with each partner taking on the 
responsibility it is best prepared to assume 
—that this goal of commercially practical 
atomic power will be most quickly reached 
if we pursue it with all the skill, all the 
ingenuity, and all the daring and resources 
our free enterprise system can muster.” 
Secretary McKay expressed the hope that 
business leadership in the atomic field 
would not be taken “too much for 
granted.” 

The GE atomic power unit was built at 
the Knolls Atomic Power Laboratory and 
at the laboratory’s West Milton plant for 
the Atomic Energy Commission under 
contract and is expected to operate for the 
next two and one-half years. 





Treatment of Liberalized Tax Depreciation 


ponee utility regulatory commissions, 
over the years, have encouraged utility 
companies to follow conservative depre- 
ciation methods, with special emphasis on 
the straight-line method. The Internal 
Revenue Code of 1954, § 167, however, 
has made certain liberalized tax deprecia- 
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tion methods available as optional alterna- 
tives for the straight-line method for all 
industries, including regulated utilities, 
for taxable years ending after December 
31, 1953. These came up for study and 
consideration during the recent Mountain- 
Pacific States Conference of Public Serv- 





























ice Commissions, meeting in Reno, 
Nevada. While the conference decided to 
take no doctrinaire stand on the new de- 
preciation provisions, leaving it entirely 
up to individual commissions to dispose of 
specific applications of particular utilities 
as they came up, utilities considering the 
use of revised depreciation practices may 
find the conference analysis of interest. 
The need for uniform commission prac- 
tices with regard to depreciation in the 
various states was particularly stressed. 


AS R. E. Larsen of the Idaho Public 
Utilities Commission pointed out, ina 
speech to the gathering, § 167 of the Inter- 
nal Revenue Code of 1954 provides that 


There shall be allowed as a deprecia- 
tion deduction a reasonable allowance 
for the exhaustion, wear, and tear (in- 
cluding a reasonable allowance for ob- 
solescence) of property used in the trade 
or business or held for the production 
of income. 

For taxable years ending after De- 
cember 31, 1953, the term “reasonable 
allowance” shall include (but not be 
limited to) an allowance computed in 
accordance with regulations prescribed 
by the Secretary of the Treasury or his 
delegate under any of the following 
methods: 

1. The straight-line method. 

2. The declining balance method 

with certain limitations. 

3. The sum of the years digits meth- 

od, and 

4. Any other method consistent with 

the above, again with certain 
limitations. 

Section 167 limits the use of other 
than the straight-line method to prop- 
erty constructed after December 31, 
1953. The 1939 Code permitted a 
modified form of declining balance :de- 
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preciation and also other reasonable 
methods. The 1954 Code continues to 
allow methods that were allowable un- 
der the 1939 Code and in addition spe- 
cifically sets out declining balances, sum- 
of-the-years-digits, and other methods. 


| renee his analysis with the remark 
that the task of the commissions would 
be infinitely easier if the “regulations” re- 
ferred to had been published, Mr. Larsen 
proceeded to discuss the depreciation ac- 
counting questions raised by the code pro- 
visions. In differentiating the straight- 
line method from the accelerated, Mr. Lar- 
sen said that the former charges off the 
loss uniformly over the life of the prop- 
erty, while the latter provides for charging 
off during the first half of the service life 
of an item anywhere from two-thirds to 
almost three-fourths of the original cost 
of the item. He noted that the intent of 
the law and some of the looked-for advan- 
tages of accelerated depreciation prac- 
tices were set forth in the Senate commit- 
tee report as follows: 


More liberal depreciation allowances 
are anticipated to have far-reaching 
economic effects. The incentives result- 
ing from the changes are well-timed to 
help maintain the present high level of 
investment in plant and equipment. The 
acceleration in the speed of the tax-free 
recovery of costs is of critical impor- 
tance in the decision of management to 
incur risk. The faster tax write-off 
would increase available working cap- 
ital and materially aid growing busi- 
nesses in the financing of their expan- 
sion. For all segments of the American 
economy, liberalized depreciation poli- 
cies should assist modernization and ex- 
pansion of industrial capacity, with re- 
sulting economic growth, increased pro- 
duction, and a higher standard of 
living. 
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ween incentives and advantages, how- 
ever, depend to some considerable de- 
gree on whether the application of ac- 
celeration results in a tax deferral, or on 
the other hand a real tax saving. And it 
is Mr. Larsen’s opinion that a case can be 
made for either result, depending on the 
situation in which accelerated deprecia- 
tion practices are applied. He said: 


If a single item of property is taken 
as an example, there appears to be no 
question but what the § 167 provisions 
result in a tax deferral. That is, if a 
company owned only one unit of prop- 
erty having an original cost of $1,000 
and an expected service life of ten years 
with no expected salvage value, the 
straight-line method would result in a 
depreciation allowance of $100 per year 
for each year of service life, whereas 
the sum - of - the - years - digits method 
would provide for depreciation allow- 
ances ranging from about $180 in the 
first year to about $18 in the tenth year. 
Under this perhaps oversimplified ex- 
ample, it is obvious that the amount of 
taxes paid will be considerably less dur- 
ing the first year of service life by fol- 
lowing the accelerated method than by 
following the straight-line method, and 
will be considerably more in the last 
year of service life, although if tax rates 
should remain constant, the total tax ef- 
fect over the 10-year period would be 
identical under both methods. 

If the entire property of a utility is 
used as an example and certain assump- 
tions are made, a case can be made for 
considering the results of accelerated 
depreciation as constituting a tax sav- 
ing. The principal assumption is that 
the taxpayer makes the same or increas- 
ingly larger dollar expenditures for 
newly constructed property each year 
and the new property has the same com- 
posite life expectancy. If this assump- 
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tion is accepted, together with the as- 
sumption that the provisions of the cur- 

_ rent § 167 will continue in effect, the 
total amount of the depreciation deduc- 
tions under an accelerated plan will 
never in any year fall below the total 
amount of depreciation which would be 
deductible under the _ straight-line 
method. Thus, under these circum- 
stances and assuming no change in the 
tax rate, tax reductions obtained would 
never be offset by future tax increases 
and a tax saving would result. 


— “tax deferral” and “tax savings” 
concepts are subject to legitimate 
criticism, Mr. Larsen maintained. It is 
not logical to look at a single item without 
relating it to the whole. Attention must 
be focused on all of the many items com- 
posing the complex property of a regulat- 
ed utility, and perhaps only the Amos and 
Andy Fresh-Air Taxicab Company with 
its one taxicab could legitimately use the 
tax deferral method without question. 

Equally absurd, in regard to the “tax- 
savings concept,” is the position that there 
will be continual additions of new property 
each year of the same or larger dollar 
amounts, according to the Idaho commis- 
sion Official. First, the present level of 
construction of practically all utilities is 
at or near an all-time high, and, second, 
advances in the art may well result in 
lower unit costs of property added. This 
latter effect, in Mr. Larsen’s view, would 
be progressive over the years. 

One further important consideration, he 
cautioned, is whether the accelerated de- 
preciation rules are going to stay put. Sug- 
gestions have been before Congress to the 
effect that these features of the code 
should be repealed, and there may be in- 
creased pressure on this point during the 
1956 session when revision of the tax law 
is likely. 
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It is at this point that Mr. Larsen em- 
barks on a discussion of specific account- 
ing methods with which utility companies 
using accelerated depreciation methods 
could apparently portray the results on 
their books. These would be: (1) the in- 
dustrial method; (2) the flow-through 
method; (3) the depreciation reserve 
method; and (4) the deferred taxes 
method. 


HE industrial method is the accrual 
for book purposes of the same amount 











“SINCE I INSTALLED A PHONE I HAVE NO TROUBLE GETTING 
MY WIFE TO DO THE MILKING!” 


or more of depreciation as is claimed for 
tax purposes: 


The effect of this treatment would be 
to reduce net income below that which 
would result from the continuation of 
the present straight-line method for 
book and tax purposes and would also 
result in the accumulation of deprecia- 
tion reserves at a higher rate during the 
early years of the service life of newly 
constructed plant than is now the case. 
The reduction in net income resulting 
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from the application of this method 
would probably require utilities to seek 
higher rates. 


een the flow-through method, utili- 
ties would continue to accrue depre- 
ciation on the straight-line method for 
book purposes while claiming depreciation 
for tax purposes on an accelerated basis, 
letting the benefits of decreased taxes flow 
through to net income. In Mr. Larsen’s 
analysis, the effect would be as follows: 


This method would result in in- 
creased net income during the early 
years of the service life of newly con- 
structed plant with possible rate reduc- 
tions for customers during the early 
years but with the probable need in later 
years for rates higher than those cur- 
rently in effect. The effect of this meth- 
od would be to pass on the benefits to 
present-day ratepayers at the possible 
expense of future ratepayers. 

Furthermore, the utility would not 
have the use of any free capital for ex- 
pansion, which seems contrary to the 
intent of the tax law as discussed pre- 
viously. Thus, there may be very little 
advantage to a utility in the flow- 
through method. It should be recog- 
nized that many of the companies would 
not choose accelerated depreciation if 
the flow-through method were the only 
accelerated accounting treatment avail- 
able. The law is optional, not compul- 
sory. It is also questionable whether 
commissions could force utilities to de- 
part from a straight-line method of de- 
preciation for tax purposes when re- 
quiring it for book depreciation accrual 
purposes. 


fine depreciation reserve procedure is 
to accrue depreciation on a straight- 
line basis, but increases the amounts so 
computed by the amount of tax reduction 
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resulting from the adoption of the ac- 
celerated method for tax purposes. The 
charge to depreciation expense and credit 
to the depreciation reserve would there- 


‘fore be composed of two elements: the 


portion resulting from the application of 
straight-line depreciation rates and the 
portion representing the tax reduction 
positive or negative. 

According to the Idaho commission offi- 
cial, this method would keep net income 
normalized, but at the same time would 
increase both depreciation expense and the 
depreciation reserve abnormally for any 
particular generation of plant. He sug- 
gested that the effect of this method on 
the depreciation accounts might be desir- 
able for utilities with inadequate reserves, 
because it would build them up, but for 
those companies which already have ade- 
quate reserves it might hay: the end re- 
sult of distributing the tax Geferral or tax 
saving to the ratepayers through lowered 
depreciation rates. Free capital would 
only be available to the utility to the ex- 
tent that book depreciation rates remained 
unchanged. If the portion representing 
tax reduction should be negative, as it 
might be in later years, the annual de- 
preciation expense would be less than 
normal. 


geome the deferred taxes method, utili- 
ties would continue to accrue depre- 
ciation on the straight-line method for 
book purposes but charge income, with a 
credit to a “deferred taxes” reserve, or re- 
stricted surplus, with the tax reduction re- 
sulting from the adoption of the accelerat- 
ed method for tax purposes. “The de- 
ferred tax method has been specifically ap- 
proved by several commissions,” Mr. Lar- 
sen continued. “Also it is consistent with 
rulings on amortization of defense facilities 
by many other commissions.” This method 
would keep the net income comparable 





XUM 





WHAT OTHERS THINK 


with present-day conditions. The rate- 
payer would pay depreciation costs as at 
present, covering a pro rata share each 
year of the original cost of the plant items. 
It would make free capital available to the 
utility. As such, this method in the long 
run would benefit the consumer, Mr. Lar- 
sen believes. There is a further advan- 
tage, he added, in the fact that net income 
of future years would not be affected if 
repeal of the accelerated depreciation 
provisions should occur. 


| pases of certain obvious difficulties, 
such as the incomplete nature of pres- 
ent Internal Revenue Code regulations on 
the subject, Mr. Larsen was able to come 
to no definitive conclusion. But he did say: 


The entire subject of accelerated de- 
preciation is one which deserves a great 
deal of study and constructive thinking. 
At this point our thinking is limited by 
two uncertainties. First, until the U. S. 
Treasury Department issues its regula- 
tions on this subject, there will remain 
unanswered many questions of proce- 
dure involving the application of the 
code to particular situations. Second, 
until there is a clearer indication of the 
intent of Congress as to the future, it is 
difficult to recommend a single course 
of action. 

Commissions have worked hard over 
the years to get utilities to follow sound 
and conservative depreciation policies. 
The results of this work are too valuable 
to risk by urging those same utilities to 
switch over to a new and untried policy 
before it is perfectly clear that the new 
policy is the best course. The accelerat- 
ed depreciation methods included in the 


code are not mandatory but optional 
with each utility. 

With the uncertainties that exist, it 
appears that commissions would be well 
advised to defer, in so far as possible, 
taking any final stand on methods to be 
used in accounting for accelerated de- 
preciation. Of course, if any particu- 
lar utility requests authorization for a 
change in depreciation accounting it 
should be considered. It would seem to 
me, however, at this stage that any rul- 
ing for a particular utility should leave 
the matter open for further considera- 
tion and in no event be binding or taken 
as a precedent for other utilities. 

When the uncertainties have been 
clarified to a greater extent and utilities 
elect to adopt one of these optional 
methods, uniformity in accounting treat- 
ment among the states would appear not 
only desirable, but entirely necessary. 
Maybe the utility company’s decision 
will depend upon what the commission’s 
attitude will be; certainly a company 
would be foolish to act with its man- 
agement on a limb. The location of 
property as between states will have no 
bearing on the federal tax depreciation 
accruals and it follows that there should 
be no differentiation in the accounting 
for the resulting taxes. In order to 
bring about uniformity, every effort 
should be made to compose any differ- 
ences of opinion among the state com- 
missions. 


Mr. Larsen concluded that, at this time, 
the only basis which seems to have any 
chance of uniformity is the tax deferral 
method. 





More Arguments for Niagara Development 


HE recent session of Congress failed 
once more to take final action on legis- 


lation to authorize redevelopment of Niag- 
ara river power. The evenly divided na- 
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ture of the committees, as between sup- 
porters of private and public power and 
the unavailability of a compromise meas- 
ure, were factors largely responsible. As 
a Senate Public Works subcommittee 
heard three days of testimony on the two 
bills submitted—one (S 6) by Senator 
Capehart (Republican, Indiana) to au- 
thorize construction and operation of the 
project by the five privately owned compa- 
nies, led by Niagara Mohawk, and the 
other (S 1823) by Senator Lehman 
(Democrat, New York) to direct FPC to 
license the New York State Power Au- 
thority for the task—the hand of the pub- 
lic power supporters appeared to be 
strengthened. Agreement among Demo- 
crats came for the first time as Senator 
Lehman announced that Representative 
Buckley (Democrat, New York), chair- 
man of the House Public Works Commit- 
tee, and New York Governor Harriman 
had accepted the approach in the Lehman 
Bill. This probably means that the utilities 
face an uphill fight next year. 


HERE could be no doubt that the utili- 

ties had strong arguments to present 
in support of the private enterprise bill. 
They also had the support, often denied 
utilities in other sections of the country, of 
both labor and farm groups. A probable 
majority of the population of the entire 
state had no objection to development by 
the private group. It was therefore quite 
plain during hearings in Congress that the 
parliamentary tangle responsible for the 5- 
year delay in developing available power 
at the International Rapids site was due to 
doctrinaire and inflexible attitudes of 
committee members. 

During hearings in the Senate, Earle J. 
Machold, president of the Niagara Power 
Corporation, and Robert E. Ginna, execu- 
tive vice president of the Rochester Gas 
& Electric Corporation, presented the case 
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for the utility group. Other members of 
the group are the New York State Electric 
& Gas Corporation, Consolidated Edison 
Company of New York, Inc., and the Cen- 
tral Hudson Gas & Electric Corporation. 


AX Mr. Machold expressed it, the power 
pool made available by the intercon- 
nected and co-ordinated facilities of the 
five companies, as further interconnected 
with the facilities of neighboring electric 
companies, affords the most favorable and 
practicable method of utilization of the 
output of the Niagara projects and one 
which would most effectively minimize the 
need for new steam-generating capacity. 

According to the Niagara Mohawk 
president, 


We are ready, willing, and able to 
make the Niagara development without 
the help of one cent of any taxpayer’s 
money or tax subsidy and we lack only 
the legal authority which the Congress 
can give us to undertake construction 
of the entire project immediately and 
prosecute it to early completion. .. . 

In connection with the question of 
whether the Niagara project should be 
undertaken by private enterprise or a 
government agency, federal or state, it 
is important to emphasize at the very 
outset that this is in no sense a multiple- 
purpose project. No traditional func- 
tions of government are here involved. 
This is not a project in aid of naviga- 
tion, flood control, reclamation, irriga- 
tion, sanitation, or water supply. A gov- 
ernment power project at Niagara Falls 
would not be a by-product of any hither- 
to recognized government activity but 
would place government, federal or 
state, purely and simply in the power 
business. The construction of a dam or 
other structure in the river is not in- 
volved. The required diversion of the 
waters of the Niagara river will occur 
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a short distance above the cataract and 
the waters will be returned to the river 
a short distance below the cataract. Ob- 
viously, not one penny of the hundreds 
of millions of dollars of cost involved 
in this diversion and utilization of the 
water for power purposes can be said 
to be devoted to the improvement of 
navigation. ... 

In the hearings on the treaty [of 
1950, with Canada permitting water di- 
version], Army Engineers testified that 
“No polution control or flood-control 
problem will be introduced.” 

Thus, those who advocate a govern- 
ment power project at Niagara can 
point to none of the bases heretofore re- 
lied upon by the Congress as justifying 
governmental power developments. 


| Spear Mr. Machold said, he wanted 
to make it clear that the proposed 
Niagara project has no relation to any 
other public project including the multi- 
purpose St. Lawrence seaway and power 
project where the power facilities to be 
constructed jointly by the Canadian gov- 
ernment and the New York State Power 
Authority must include navigation facili- 
ties costing many millions of dollars. 
The utility executive continued : 


Of course, our government and the 
Canadian government are properly con- 
cerned with the preservation of the 
scenic beauty of Niagara Falls. But 
that interest hardly affords justification 
for a governmental power development. 
Preservation of the scenic spectacle was 
one of the objectives of the 1950 treaty 
which provides that the International 
Joint Commission supervise the con- 
struction of any necessary remedial 
works, the cost to be borne equally by 
this country and Canada and estimated 
at $17,000,000. Furthermore, the elec- 
tric companies are willing to bear the 


United States’ share of these costs as 
an integral part of the cost of the proj- 
ee 

It should also be made clear that any 
desired extension of existing park and 
highway development at Niagara Falls 
does not require public ownership of the 
power facilities. The director of state 
parks in New York has so testified. 
Further, in 1952, the Niagara Frontier 
State Park Commission announced 
that it took no stand in the power con- 
troversy and that its program could go 
forward if it received some of the water 
rental money which we have paid to the 
state of New York for the use of the 
water of the Niagara river for power 
development. .Private enterprise now 
pays for the use of water in the existing 
hydroelectric development some $1,- 
900,000 a year, and has thus far paid to 
the state of New York over $25,000,000 
in water rentals, none of which the 
state has seen fit to devote to park or 
parkway development, as has been done 
on the Canadian side. If private enter- 
prise makes the additional development 
at Niagara Falls, the annual total which 
would be paid to the state for water 
rentals would approximate $5,000,000 
a year. From these payments the state 
legislature would be free to make appro- 
priations for any desired park or high- 
way development. 


Me MACHOLD went on to point out 
that the farm interests in New York 
state are opposed both to federal and state 
construction and operation of the project. 
The farm groups, to the contrary, favor 
private development and ownership. Rea- 
sons for the position taken by farmers can 
be found in the service the utilities have 
offered them, Mr. Machold felt. He 
added : 


The first farm in New York state 
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was electrified more than fifty years 
ago. Our electric service is available to 
all of the farms in our service areas and 
96 per cent of them are electrified. The 
remaining 4 per cent, according to the 
chairman of the New York Public 
Service Commission, are either quite iso- 
lated or their operations have been 
abandoned. Electrification is a neces- 
sitv for modern dairy farms. The elec- 
tric companies have been responsive to 
their needs, and we are proud of the 
fact that New York is today the na- 
tion’s second largest dairying state. 

The extent of farm electrification in 
New York is to be compared with the 
TVA area, for example, where today 
some 10 per cent of the farms are still 
unelectrified. 

We have built and are building rural 
extensions whenever required. There 
has been very little occasion or need for 
REA operations in New York state. 


Since the facts make it clear that state 
government intervention at Niagara can- 
not be justified on the ground that the 
electric companies have failed to give sat- 
isfactory service, such intervention, 
which would handicap private enterprise 
in the job which it has done and is con- 
tinuing to do, in Mr. Machold’s opinion, 
can only be justified on the ground that 
government power means cheaper power. 


N this connection, the utility executive 

declared, it is not and cannot be con- 
tended that government can construct and 
operate the project at less cost or more 
efficiently than private enterprise. On the 
contrary, he said, “we know that our group 
of companies can do a better job at less 
cost than government and can do it 
faster.” 

Public power rates are lower than those 
of private industry only because of cer- 
tain tax and capital recruitment advan- 
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tages which place utilities in an unfair 
competitive position. 
Mr. Machold added: 

No industry or organization is big 
enough or strong enough to compete 
with subsidization by the American tax- 
payer and under our system of govern- 
ment no industry or organization should 
be subjected to such competition. 

It is not to be disputed that the differ- 
ence in price to the consumer between 
public and private power is attributable 
to the huge sums of taxes paid by in- 
vestor-owned companies and, to a minor 
degree, to the differential in the appar- 
ent cost of raising capital. 

Again, in the latter connection, that 
differential is attributable to the non- 
taxability of the income upon securities 
issued by state governments or other 
agencies and in the case of securities is- 
sued by the federal government, the dif- 
ferential is attributable not only to the 
fact that the taxpayers underwrite the 
risks but to the fact that the federal 
government has issued securities of 
short maturity to keep interest costs low. 

Of course, private enterprise cannot, 
and should not, finance its business or 
any project such as the Niagara rede- 
velopment in any such manner. 

A public development, except for the 
relatively minute payments which might 
be made in lieu of local taxes, would 
yield no revenue whatever for the sup- 
port of local, state, or federal govern- 
ments at a time when legislators, par- 
ticularly state and local, are searching 
everywhere for new sources of tax rev- 
enues to meet essential governmental 
needs. If the Niagara project in addi- 
tion to the multipurpose St. Lawrence 
project were to be a public develop- 
ment, well on to a billion dollars of tax- 
exempt property will have been created 
in upstate New York. 
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Mr. Machold summed up the position 
for private development of the Niagara 
project by stating that since there is no 
occasion for subsidy of the project in the 
form of exemption from taxes, and since 
it is neither desirable nor necessary for 
government, federal or state, to be put in 
the power business, Congress should rec- 
ognize that “here is a situation where pri- 
vate enterprise ably and completely oc- 
cupies the field.” In his view, in the ab- 
sence of any public functions of govern- 
ment and the ever-increasing financial re- 
quirements of the nation as a whole, Con- 
gress should reject any course which 
would unnecessarily place government in 
business and force the loss of substantial 
annual tax revenue. 


M®* Ginna, speaking for the Roches- 
ter Gas & Electric Corporation, had 
occasion, in his statement, to refer to the 
dispute between the various public power 
groups in New York state on the ques- 
tion of preference and the construction of 
transmission lines to market the power to 
preference customers. It was his belief 
that the matter could be resolved by an 
agreement that everyone in the marketing 


area should have access to the power, 
without any group or locality receiving 
special consideration. Those not in the 
natural marketing area can only benefit 
from the project, he maintained, if it is 
tax-paying and contributes water rental to 
the state treasury. They cannot benefit, he 
declared, if, as under the state proposal, 
preference to the power is to be given to 
those who do not pay a fair tax share, to 
those localities and groups who would be 
given special treatment under the prefer- 
ence arrangements. 

To avoid needless duplication of exist- 
ing transmission lines, and to firm up the 
project power, even under state operation, 
the hydro at Niagara would have to pass 
through the company system, according to 
Mr. Ginna. Only in such fashion can the 
power be taken to the customer at the low- 
est possible cost. Mr. Ginna maintained, 
therefore, that no real advantage could be 
obtained by state construction of the proj- 
ect. 

He concluded that the state can do 
nothing that the companies cannot do, and 
state construction would only complicate 
the power picture throughout the state by 
adding a needless instrumentality. 





“—y: business is above all a business of people—of men and 


women in each community who wish to serve their neigh- 


bors well—with courtesy and skill, and as good fellow citizens. 
The spirit of personal and community service is the lasting founda- 
tion of all our work, and of public understanding and approval. 

“At the same time our business is dynamic and ever-changing. 
There are always new opportunities. And to the men and women 
in the business, the opportunity we now have to put ourselves into 
the position of meeting every need of every telephone user— 
promptly and fully—this for telephone people is the most invigorat- 
ing challenge we could ask for. I really believe it is bringing a new 
look to the faces of telephone folks. 

“The more we succeed in anticipating the telephone needs of each 
community, the more fun and satisfaction we're going to have in 
the job.” 

—Crreo F. Craic, 
President, American Telephone and 
Telegraph Company. 
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SEC Nomination Confirmed 


aL Senate on August 2nd confirmed, 
49 to 29, the nomination of Harold 
C. Patterson of Virginia to the Securities 
and Exchange Commission. The vote 
came after more than four hours of de- 
bate. 

The nomination was approved by a 
combination of thirty-seven Republicans 
and twelve Democrats. Only Senator 
William Langer (Republican, North Da- 
kota) and twenty-eight Democrats voted 
against Patterson. 

Senator Herbert H. Lehman (Demo- 
crat, New York) charged the Eisenhower 
administration with “subversion of the in- 
tent of Congress” and “subversion of the 
independence and the quasi-judicial char- 
acter of the SEC” in loading it with mem- 


The March of 
Events 


bers from banking and investment firms. 
Lehman said Patterson’s appointment 
would leave the SEC with four of its five 
members having direct background ties 
with the types of business they are sup- 
posed to regulate. 

He also attacked Patterson’s qualifica- 
tions as a “Democratic” member of the 
bipartisan board. 

During hearings on his confirmation, 
Patterson said he had voted Democratic 
regularly since 1931 but supported Pres- 
ident Eisenhower in 1954. 

Senator Frank Carlson (Republican, 
Kansas) said he remembered “Roosevelt 
Republicans” and “Truman Republicans” 
being named to government jobs on com- 
missions when the Democrats controlled 
the national administration. 


Alabama 


Co-op Seeks FPC Permit 


N application was filed recently with 
the Federal Power Commission by 
the Warrior River Electric Co-operative 
Association of Oneonta, requesting a pre- 
liminary permit for a proposed hydro- 
electric project on the Mulberry Fork of 
Black Warrior river in Walker, Cullman, 
and Blount counties. 
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The proposed development would in- 
clude an earth and rock-fill dam about 
178 feet above the stream bed, approxi- 
mately 1,425 feet of saddle dike about 37 
feet high, a concrete spillway, penstocks, 
and a powerhouse containing two gen- 
erating units having a capacity of 20,000 
kilowatts each. 

The co-operative said that other sites 
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on the stream may also be considered. 
Energy generated at the proposed devel- 
opment would be used to serve industrial 
developments contemplated for tie area. 


Gas Rate Increase Authorized 


a Circuit Judge Walter 
B. Jones last month granted a tem- 
porary rate increase of $1,200,000 to the 
Alabama Gas Corporation, following a 
unanimous denial by the state public serv- 
ice commission on July 7th. The gas cor- 
poration appealed the commission’s deci- 
sion to the Montgomery circuit court. 
The company posted bond of $1,380,- 
000 under which it will collect the higher 


rates. If the higher rate is ultimately re- 
fused, refunds will be made. 

The gas corporation will sell a mini- 
mum of 400 cubic feet of gas for $1.25 
instead of 700 cubic feet for $1.25 under 
the old rate. Some customers will pay no 
increase. 

A recent statement by Alabama Gas 
confirms that a group of common stock- 
holders has outlined to the management 
a plan under which gas distribution plants 
of that company would be sold from time 
to time to local public bodies. The com- 
pany said no offer to purchase any of the 
company’s property had been solicited or 
received. 


California 


Tax Assessment Move Said to 
Benefit Utilities 


_- agreeing that the California 
State Board of Equalization’s pro- 
posal to raise property assessments in 19 
counties would transfer millions of dol- 
lars from private utilities to other tax- 
payers, tax experts in the state disagreed 
recently on the amount. 

The chief of the board’s division of re- 
search and statistics estimated the amount 
at $9,000,000 or less. He made the pre- 
liminary estimate on the basis of 1954 
assessment rolls. 

However, the Contra Costa county as- 
sessor contended the board’s plan would 
give the utilities “a $20,000,000 free ride.” 

The state agency determined that the 
average county assesses property at 25 
per cent of market value as against the 
state’s policy of assessing at 50 per cent 
the 176 railroads, power companies, tele- 
phone companies, gas companies, pipe- 
lines, and other utilities with property in 
the state. 

The task of assessing utility properties 


was transferred twenty years ago from 
the county assessors to the board. The 
board’s records show that last year the 
total tax paid on property in California 
was $1.1 billion, of which $130,000,000 
was paid by utilities on state-assessed 
property. 

Francis J. Carr, manager of the Pacific 
Gas and Electric Company’s tax depart- 
ment, appeared before the board and 
urged it to perform its constitutional duty 
to all citizens by equalizing the tax assess- 
ment of utility properties with the state- 
wide average of local property assess- 
ments. The company filed a formal peti- 
tion with the board to reduce PG&E’s 
assessment from 50 to 25 per cent of the 
market value of its properties as deter- 
mined by the board. 

Carr said the utility companies and 
their customers have borne a burden of 
unequal taxation for many years despite 
the duty of the board as directed in the 
state Constitution “to equalize the valua- 
tion of the taxable property in the several 
counties of the state for the purposes of 
taxation.” 
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Connecticut 


Merger Bill Vetoed 


peepee Ribicoff recently vetoed a 

Connecticut legislative bill that he 
said “would permit a minority of stock- 
holders of any electric or gas company” 
to authorize a merger with any other elec- 
tric or gas company. 

In his veto message, the governor said 
that under present law, “two-thirds of the 
total number of shares of the issued and 
outstanding capital stock of each class 
must be voted in favor of a consolidation.” 
The proposed bill, he said, would permit 
a consolidation by a two-thirds vote of 
the holders of each class of stock repre- 
sented at the meeting, “with only 51 per 


cent of the stock of all classes outstanding 
required to be voted.” 
Governor Ribicoff continued : 


A two-thirds vote of the stockholders 
of each class has been for many years 
and still is the accepted policy for cor- 
porations in Connecticut. I see no rea- 
son why an exception should be made 
for public utilities. 

If such an exception were granted, 
then every corporation would be jus- 
tified in asking for a similar privilege. 
With the number of mergers taking 
place in the country and their attendant 
problems, it would seem that the long- 
established policy of a two-thirds vote 
should be retained. 


Idaho 


Rules against City-owned 
Gas Facilities 


eee of several Idaho cities to finance 
and operate their own natural gas dis- 
tribution systems ran into a stumbling 
block recently when State Attorney Gen- 
eral Graydon W. Smith ruled that mu- 
nicipalities lack the authority to issue 
general obligation bonds to finance such 
systems. 

The attorney general ruled that al- 
though a municipality may grant a natural 
gas distribution franchise, its power to 
own and operate its own gas facilities is 
“strictly academic.” 

Requested by the Idaho Municipal 
League, the opinion held that there was 
no expressed legal authority for munici- 
palities to issue general obligation bonds 
to finance their own gas distribution sys- 
tems, and implied authority appears legal- 
ly impossible. 

The state Constitution requires that 
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such bonds be paid for by tax levies, and 
the legislature has authorized no such 
levy. 

Belief was informally expressed by 
officials of Pocatello, Rupert, and Cald- 
well that plans of the three Idaho cities 
to operate municipally owned natural gas 
distribution systems would not be affected 
by the state attorney general’s opinion. 

City commissioners of Pocatello con- 
curred informally that the opinion had 
no direct bearing on their plans to set up 
a nonprofit corporation to issue bonds 
that would be separate from the city. 
Their belief was that the restrictions of 
the attorney general’s opinion would be 
circumvented by the fact that the bonds 
would be sold by a bonding corporation 
that would be separate from the non- 
profit group issuing the bonds. 

Credit of the municipalities would not 
be pledged in any way by the plans, it was 
emphasized. 





XUM 





THE MARCH OF EVENTS 


Kansas 


Gas Rate Boost Granted 


r.¢ annual rate increase of $176,300 
for Northern Natural Gas Com- 
pany’s service to 15 southwest Kansas 
towns was granted recently by the state 
corporation commission. The utility had 
requested an increase of about twice that 
amount. 

Commission Chairman Jeff Robertson 
said the company had sought a rate boost 
designed to provide $347,523 additional 


annual revenue, based on 1954 business. 
He said the commission, after a hearing 
in Topeka in early June and later cross- 
examination, had decided the requested 
schedules were not justified, but that “a 
more moderate increase was called for.” 

The new rate schedules apply to 12,175 
customers in Cimarron, Copeland, Dodge 
City, Elkhart, Ensign, Fowler, Garden 
City, Hugoton, Meade, Montezuma, Mos- 
cow, Plains, Rolla, Satanta, and Sublette. 


Michigan 


Additional Gas Heating 
Authorized 


 Deyeceraapen PoWER COMPANY was re- 
cently authorized by the state public 
service commission to take on 30,000 ad- 
ditional gas space-heating customers. 

In granting the request, the commission 
ordered that applicants who have been 
waiting for a year or more must be taken 


care of first, regardless of which district 
they are in. 

Of the total approved, 13,700 have been 
waiting for a year or more, and the bal- 
ance of 16,300 are divided in proportion 
to nonspace-heating customers and num- 
ber of applications on file in each division. 

The company said that as of July 1, 
1955, it had 90,698 applications on file. 


New York 


To Pay City More in Fees 
~~ York city will receive an imme- 
diate retroactive cash payment of 
$1,141,955 and additional payments of 
about $400,000 yearly from the Consoli- 
dated Edison Company under a new 
agreement for permission to use streets 
for its electrical transformers, it was an- 
nounced recently. 

Under the proposed agreement, the 
rate of compensation provided for under 
the old agreements will be increased by 
20 per cent in Manhattan and by 44 per 
cent in the Bronx, Brooklyn, and Queens. 

The proposed agreement is for a period 


of ten years beginning November 1, 1954. 
On the basis of the increased rates, the 
company will pay about $1,900,000 to the 
city this year and probably larger sums 
in future years, it was said. 


Gas Rates Reduced 


Sie state public service commission 
recently accepted a tariff amendment 
filed by the New York & Richmond Gas 
Company designed to reduce rates to all 
residential, commercial, and small indus- 
trial customers other than those receiving 
minimum bills, effective July 27th. The 
reductions are estimated to produce sav- 
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ings of about $93,000 annually, of which 
$71,800 will be reflected in residential 
billings and $21,200 in commercial bill- 
ings. 

Under the company’s new tariff, resi- 
dential gas rates will decrease by 10 cents 
per thousand cubic feet of consumption in 
the block between 300 and 5,000 cubic 
feet monthly, and by 5 cents per thousand 
cubic feet for consumption in excess of 
5,000 cubic feet. 

The company’s new tariff provides for 
bimonthly meter reading and billing for 
customers in the residential and commer- 
cial classifications. It also establishes a 
purchased gas adjustment clause provid- 
ing for variations in charges, depending 
upon the wholesale cost of gas as regu- 
lated by the Federal Power Commission. 


Limit Set on Unions 


HE New York City Transit Author- 
ity last month decided to limit recog- 


nition to three unions. In a sweeping pol- 
icy order to all department heads, the new 
three-man agency said that they were to 
deal only with the Transport Workers 
Union, CIO, and Locals 726 and 1056 of 
the Amalgamated Association of Street, 
Electric Railway, and Motor Coach Em- 
ployees, AFL. 

The TWU will be the official spokes- 
man for all workers of the city-owned 
subway system and the Manhattan and 
Brooklyn bus operators—34,000 of the 
authority’s 35,518 hourly rate employees. 
Local 726 will speak for Queens bus op- 
erators and 1056 will represent the bus 
men on the Staten Island lines. 

The authority said there was to be no 
deviation from its order which, in effect, 
wipes out the power of splinter unions to 
represent members on grievances. The 
policy decision also was viewed as 
strengthening the position of Michael 
Quill, president of the Transport Work- 


ers. 


Tennessee 


City Electric Plant Eyed 


oe electric service officials 
have kept in mind for two or three 
years the possibility the city may have to 
build its own steam-generating plant some 
day, its general manager said recently. 

“While it is hoped that we will be able 
to continue our present arrangement with 
TVA,” Leonard Sisk said in the city- 
owned utility’s annual report, “the power 
board considers it an obligation to its cus- 
tomers and the public generally to study 
all alternatives no matter how improbable 
they may be. 

“We hope to renew our contract with 
TVA, which expires May 4, 1959. We 
will build a steam plant only if power is 
not available through TVA.” 

Sisk added in an interview that in the 
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event TVA is forced to curtail its supply 
to Nashville, the city will continue buying 
all it can obtain from TVA, but will aug- 
ment this with a steam plant. 

Memphis recently announced it would 
build its own steam plant and would ter- 
minate its contract with TVA in 1958. 


Utility Assessments Upped 


Zz state public service commission 
recently announced that public utili- 
ties, railroads, bus and truck companies in 
the state had been tentatively assessed at 
$509,487,098, an increase of $81,124,308 
over the last assessment. 

The state’s largest utility, Southern Bell 
Telephone & Telegraph Company, was 
assessed at $82,500,000, an increase of 
$12,500,000 over the previous figure. 
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Vermont 


State Power Pool Plan 
Disclosed 


| eae this month the state public serv- 
ice commission made public in detail 
a 6-point program for marketing St. Law- 
rence power, including the establishment 
of a Vermont power pool. 

The plan was drawn up by Leland 
Olds, former chairman of the Federal 
Power Commission. Olds pointed out that 
“all consumers in Vermont will share the 
benefits, because the plan would reserve a 
portion of the savings for consumers other 
than domestic and rural, principally in- 
dustries. 

The program’s major proposal, an “op- 
erating statewide power supply pool,” 
would combine the major power supply 
system concerned with intrastate power, 
augmented by additional transmission fa- 
cilities, from St. Lawrence power into 
Vermont and into the grid system. These 
would include additional transmission 
facilities from New York state to Milton 
and down the west side of the state to 
Rutland. 

It was also recommended that plans for 
additional generating capacity should be 
made for the state as a whole, “irrespective 
of whichever system is chosen to construct 
the particular addition.” The capacity 
would be over and above those require- 
ments to be met by St. Lawrence power, 
plus the existing Vermont capacity. 

“Early consideration should be given to 
atomic power,” the report said, because 
it would offer much lower-cost power than 
many of Vermont’s fuel .generation cen- 
ters. 

The program assumes that Vermont 
will receive the 100,000 kilowatts of pow- 
er requested from the New York State 
Power Authority. It suggests a simple rate 
schedule for wholesale power supply de- 


livered by major Vermont companies to 
small rural electric co-operatives, munci- 
pal and private electric systems. The pro- 
posed rate schedule would be $1.20 in 
monthly demand charge and .0045 energy 
charge per kilowatt-hour. 

A proposal for creation of a Vermont 
power pool as part of a plan for mar- 
keting St. Lawrence power, had previous- 
ly been made by rural electric co-opera- 
tives, which estimated it would save elec- 
tric consumers $4,250,000 annually. The 
program was submitted to the state pub- 
lic service commission at a meeting with 
representatives of the three co-operatives 
in the state. The major recommendation 
in the plan was for creation of a power 
pool and “integration of St. Lawrence 
power with the existing sources of power 
generation within the state.” 

Stressing that the success of the plan 
would depend on the co-operation of all 
private, public, and co-operative power 
systems in the state, counsel for the co- 
operatives said that refusal of Central 
Vermont Public Service Corporation, the 
largest utility in Vermont, to participate 
in the plan would render it unworkable. 

The announcement of the plan said the 
prime purpose was “to bring about unified 
power planning for the future require- 
ments of the state so that all the systems 
may have the advantage of the most eco- 
nomical power supply.” It added that a 
continuance of the plan was contemplated 
to encompass a study of distribution costs 
as they related to all types of consumers. 

On record as in favor of a separate 
state power authority, Vermont co-oper- 
atives emphasized that commission han- 
dling of St. Lawrence power offered an 
opportunity to demonstrate how “truly 
promotional rates” could be achieved even 
where past costs had seemed high. 
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Washington 


Renewed Merger Effort 
Opposed 


pee McLaucu.in, president of the 
Puget Sound Power & Light Com- 
pany, in a letter to stockholders recently, 
stated his opposition to a renewed effort 
to promote a merger of that company into 
Washington Water Power Company. 

A letter sent out last month by a stock- 
holders’ committee backing the merger 
plan and soliciting support for it is 
“gravely misleading in many important 
respects” and omits “much vital informa- 
tion,’ Mr. McLaughlin charged. He also 
said the “prime movers” in the merger 
program are financial houses and broker- 
age firms that have placed security issues 
for Washington Water Power. 

The group’s earlier effort to bring about 
a merger was rejected by Puget’s man- 
agement and never went before the stock- 
holders for action. 


Gas Merger Approved 


perenne of the Seattle Gas Com- 
pany and Washington Gas & Electric 
Company recently approved a merger to 
form the Washington Natural Gas Com- 
pany. The new operation is scheduled to 
begin about November Ist, pending ap- 
proval of the state public service commis- 
sion. 

The new company will serve gas needs 
for Seattle, Tacoma, and twenty-three 
other communities around Puget Sound. 

Shareholders of both companies are to 
exchange their common stock on a share- 
for-share basis with the new common. 


May Build Dam 


A PARTNERSHIP agreement which may 
lead to construction of a $150,000,- 
000 dam at the Wells site on the Colum- 
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bia was announced last month by Kaiser 
Aluminum and Chemical Corporation and 
Douglas County Public Utility District. 

The agreement calls for preliminary en- 
gineering studies of the site to be made 
by Kaiser, with possible construction of 
the dam and power facilities by the PUD. 

Douglas PUD last September was 
granted a 3-year preliminary permit to 
study the site by the Federal Power Com- 
mission. Since that time, Puget Sound 
Power & Light Company, whose applica- 
tion on the same site was denied, has 
intervened and has been promised a re- 
hearing by the FPC. 

A spokesman for Kaiser Aluminum 
said his firm would not undertake any en- 
gineering studies until the PUD has re- 
ceived clearance from the FPC on its per- 
mit. The Wells site is 30 miles downstream 
from Chief Joseph dam, now under con- 
struction. The reservoir from the Wells 
dam would reach upstream to Chief 
Joseph. 

Application of the PUD calls for essen- 
tially the same type of project outlined 
by Army Engineers for the site in 1948. 
At that time, engineers estimated cost of 
the project at $171,000,000 on the basis of 
eight generators with a rating of 392,000 
kilowatts. The Kaiser spokesman said 
his firm was “hopeful” studies would 
show the cost can be lessened. 

The PUD’s representative said that 
“if detailed cost studies establish the fea- 
sibility of the project, the PUD will ap- 
ply for a 50-year license on the Wells 
site and undertake to finance and con- 
struct the project at the lowest possible 
cost.” He said the project would be des- 
ignated for full development of power 
capabilities, and that it would be oper- 
ated in co-ordination with other power 
facilities in the region. 


























Progress of Regulation 


Regulatory Trends 


Pip siequenees for the services of public utility employees has usually 
been considered a matter for managerial discretion. As stated by the 
Supreme Court in the Southwestern Bell Telephone Case (PUR1923C 193) 
and by other authorities, a commission is not clothed with the general power 
of management and cannot disallow operating expenses in the absence of a 
showing of bad faith or the exercise of improper discretion. This principle 
has been followed particularly in matters relating to employee relationships. 

Large numbers of industrial corporations, in order to attract and retain 
competent employees, are offering stock options. Congress has given impetus 
to the popularity of stock option plans by providing that if a share of stock 
is transferred to an individual pursuant to his exercise of a restricted stock 
option, no income shall result at the time of the transfer with respect to such 
share. Aside from the question of managerial discretion in deciding what 
compensation is proper, in the case of public utilities there is the further 
problem under regulatory statutes of obtaining commission authorization for 
stock to be issued under such a plan. 


Authority for Stock Option Plan 


The Maryland commission, last year, dismissed an application by the Bal- 
timore Transit Company for approval of a restricted stock option incentive 
plan (4 PUR3d 151). The commission based its decision on the statutory 
provision for issuance of securities for improvement or maintenance of serv- 
ice. The proposed plan was to provide additional compensation for services 
rendered by a limited number of officers and employees. 

The commission referred to the fact that the company in the past had re- 
acquired and retired large amounts of securities. It was said to be quite ap- 
parent that the company would not purchase debenture bonds and retire pre- 
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ferred stocks in large amounts if it required the small capital which would 
be produced by the exercise of the option to purchase stock. Therefore the 
commission ruled that even if the purpose for which the stock was to be 
issued came within the purview of the statute, the capital to be obtained was 
not reasonably required for the improvement and maintenance of this com- 


pany’s service. 


Judicial View on Stock Option Plan 


The company, on appeal to a circuit court, advanced a new contention that 
the purpose of the plan was not one of those specified in the statute requiring 
commission approval and that the company had the right to issue stock with- 
out the approval of the commission. The lower court accepted this argument 
and ruled that the commission was without jurisdiction either to approve or 
to disapprove the stock option plan and the issuance of stock in order to 
carry out its purpose. 

The Maryland court of appeals (June 22, 1955) took a different view of 
the situation. It held that the company had no right to issue any securities 
without commission approval. It also expressed the opinion that the commis- 
sion could approve the issuance of securities only for the purposes mentioned 
in the statute; namely, the improvement or maintenance of the company’s 
service in the public interest. The court said that if the commission meant 
that it lacked the power to approve any stock option plan, such decision was 
incorrect, because it was possible that there could be such a plan that would 
be for the improvement or maintenance of service and in the public interest. 

On the other hand, if the commission disapproved the particular plan for 
the reason that it would not be for the improvement or maintenance of serv- 
ice and not in the public interest, the court would be incorrect in setting the 
finding aside. There was no clear and satisfactory evidence in the record to 
warrant the court in holding that the decision was unreasonable or unlawful 
or that the commission had exceeded its jurisdiction or arbitrarily disregarded 
the rights of the parties. Therefore the commission decision was upheld. 


Stock Option Plan Approved in New Mexico 


The New Mexico commission, last March, authorized Pioneer Natural Gas 
Company (8 PUR3d 31) to convert par value stock into no-par value stock 
and to issue additional no-par value stock pursuant to a stock option plan. 
The commission said it had given careful consideration to the question whether 
the proposed authorization and issuance of additional shares under the stock 
option plan was in accord with the requirements of the Public Utility Act. 

The statutory enumeration of purposes, according to the commission, was 
designed to insure that the proceeds of a stock issue authorized by the com- 
mission would come into the utility’s treasury, pass through it, and emerge 
finally in the form of additional investment by the utility in plant and facili- 
ties used and useful in rendering public service. Money would come into the 
treasury pursuant to the proposed stock option plan. Such money would be 
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devoted as acquired to the purposes enumerated in the statute. Funds derived 
through the operation of the plan would not be used to pay operating expenses 
or dividends. 

The commission concluded that nothing in the governing statute proscribed 
the issuance of stock pursuant to a stock option plan. The choice of method 
by which money might be obtained for the company treasury was said to be 
wholly a function of management, subject only to the paramount requirement 
of consistency with the public interest. 


How Plan Would Operate 


All employees of the company under the age of sixty-five would be eligible 
to receive a stock option under the plan. A director not an employee would 
not be eligible. Employees who participate agree to remain in the employ of 
the company for three years from the date of the option and, with certain 
exceptions, must be employees when they seek to exercise the option. 

Options granted are not transferable. Stock issued upon exercise of an 
option is transferable, but employees who participate agree that they acquire 
the stock for investment rather than distribution. The purchase price of stock 
subject to the option is to be not less than 95 per cent of the fair market 
value of the company’s stock at the time the option is granted. 








Review of Current Cases 


Telephone Rate Increase Denied in Absence of 
Valuation Data 





XUM 


_ supreme court of Ohio upheld an 
order of the Ohio commission dis- 
missing a telephone company’s application 
for a rate increase (6 PUR3d 1), on the 
ground that the company “failed to es- 
tablish the valuation of its plant and 
property used and useful in the rendition 
of public service and has failed to estab- 
lish a reasonable return to which it may 
be entitled.” 


Value after Destruction by Fire 


The company chose December 31, 1952, 
as the valuation date. A rate base deter- 
mined in an earlier commission proceed- 
ing was modified by additions and better- 
ments made in the normal course of the 


business. Subsequent to the chosen valua- 
tion date, but before the date of the rate 
application, the company’s central office, 
including local and toll equipment, was 
totally destroyed by fire. Reconstruction 
began immediately and operations were 
resumed within several months. 

At the time of filing the request for the 
rate increase the new plant was operating, 
but, at the date chosen for valuation pur- 
poses, the old plant was in operation. It 
was obvious, therefore, that the observed 
depreciation, as testified to by company 
witnesses, could not include the value of 
the destroyed plant which formed part of 
the rate base. 

It was pointed out that the burden of 
establishing a rate base rested upon the 
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company. The fact that the filing with the 
application of a detailed inventory and 
appraisal of the company’s gross additions 
was waived by the commission did not 
lessen that burden. 

The court noted that the corporation 
determined the valuation date with full 
knowledge of the difficulty of establishing 
the value on that date. A commission or- 
der under such circumstances would have 
required mere conjecture on its part, and 
no examination by its engineers or ac- 
countants could have established the value 
of the central plant as an operating part 
of the telephone system after such total 
destruction. 

An order as to the proper annual rate 
of depreciation for each class of property 
must necessarily be based upon the testi- 
mony of qualified experts as to the prob- 
able length of its useful life. In calculating 
such probable length of useful life, ob- 
served depreciation is to be considered. 

The court held that the commission’s 
refusal to establish, as part of the rate 
base, a valuation of property claimed to 
be used and useful in the rendering of 
service to the public is not unreasonable, 
where such property no longer exists and 
cannot be subjected to the usual tests for 
wear and tear, obsolescence, or change of 
the arts. 


Return Testimony 


The court also upheld the commission 
in finding that the company failed to es- 
tablish a reasonable return to which it 
might be entitled. It pointed out that an 
examination of the records showed that 
the only testimony with reference to cost 
of money and the reasonable return was 
that submitted by the president of the cor- 
poration. Although he had a wide experi- 
ence in financing affiliated corporations, 
his testimony was substantially confined 
to the financing of the applicant corpora- 
tion. 

The commission was upheld by the 
court in its opinion that the company 
should have introduced further evidence 
to support the cost of money based upon 
its actual capital structure. 

In upholding the commission, the court 
quoted a portion of the commission’s find- 
ing to the effect that the company should 
produce convincing evidence with respect 
to the maintenance of its appropriate 
credit and that without such evidence be- 
fore it, it is difficult, if not impossible, for 
a regulatory body to reach an informed 
judgment on the fundamental issue of 
reasonable return. Mt. Vernon Teleph. 
Corp. v. Ohio Pub. Utilities Commission, 
127 NE2d 14. 


Year-end Rate Base Rejected in Favor of 
Average Net Investment 


i hore General Telephone Company of 
the Northwest has been authorized 
by the Washington commission to in- 
crease rates to yield a return of 7 per cent. 
This return was deemed reasonable and 
sufficient to enable the company to main- 
tain its credit and financial stability and 
to attract requisite capital to meet service 
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requirements. The company was directed, 
however, to maintain approximately the 
existing differential among its various 
classes and grades of service and to give 
effect to any changes in the basic exchange 
groupings. 

Rate Base 


By stipulation of company counsel and 
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the commission, the record and testimony 
developed in earlier rate cases involving 
the company were incorporated into, and 
made a part of, this proceeding. Conse- 
quently, certain matters not presented in 
this case, such as cost of capital, were 
made an integral part of the case. In the 
earlier proceedings the commission found 
the measure for determining fair value to 
be the net original cost of the average of 
the monthly averages of properties plus 
an appropriate allowance for working 
capital, which in those cases was based 
upon the excess of net invested capital 
over net investment. 


Attrition Factor 


The company, however, as one alterna- 
tive again urged the adoption of a year- 
end rate base. It claimed that such a rate 
base would tend to correct the “downward 
trend,” “attrition,” or “erosion” in the 
rate of return incident to or resulting 
from the addition of newer, high-cost 
plant. As in the other cases, the commis- 
sion rejected this argument. 

The commission pointed out that now 
to apply a rate of return found to be just 
and reasonable in the earlier cause to a 
rate base determined by a different meth- 
od would be inconsistent with the com- 
pany’s proposal relative to the effect of 
the record as to the rate of return in the 
prior causes. The return figure previouslv 
determined was there applied to an aver- 
age net investment rate base. Application 
to a rate base reflecting year-end net in- 
vestment would be but an indirect method 
of increasing the rate of return previously 
found reasonable, according to the com- 
mission. 

As another alternative, the company 
proposed the adoption of a formula for 
the measurement of an attrition factor 
based upon the increase in the average 


rate base and the decline in the rate of 
return for the past two years of operation. 
The commission said that this formula 
presupposed that no factors other than the 
higher cost of added plant caused the de- 
pression in the rate of return. The record 
preponderated against this fundamental 
supposition. 

The commission believed that any at- 
tempt to measure an alleged attrition fac- 
tor under such a formula would be 
“fraught with conjecture and the resultant 
a quotient of speculation.” Full recogni- 
tion must be given to the realities sur- 
rounding the application of any formula 
or adjustment, it said. Recoupment for 
past deficiencies should not be made by an 
adjustment to net operating income be- 
yond the level absolutely necessary to 
produce a fair return, according to the 
commission. Furthermore, the commis- 
sion said, it would involve considerable 
conjecture and speculation to apply the 
formula as a method of measuring the 
possible future effect of attrition, if any, 
in dollars. 


Exceptions to Statewide Theory of 
Rate Making 


Recently the company acquired two 
new exchanges. The order approving 
their acquisition specifically required that 
applicable local exchange rates as of the 
date of acquisition should not be changed 
until they have been converted to dial 
service. As yet the conversion has not 
taken place. 

Although authorizing a rate increase, 
the commission denied the right to in- 
crease rates in these two exchanges. It 
recognized that under the statewide theory 
of rate making for a particular company 
the subscribers in these exchanges should 
be required to pay rates for telephone 
service corresponding to the rates paid by 
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subscribers in the company’s other ex- 
changes. However equitable this theory 
might be, it said, the theory is subject to 
exceptions in some instances, particularly 
where, as in this case, the acquisition is of 
a very recent date and the order of ac- 
quisition has not been fully complied with, 
and the service is not wholly commensu- 
rate with the majority of the company’s 
other exchanges. 

The commission called to the attention 


of the subscribers in these exchanges, 
however, the fact that as soon as the com- 
pany has complied with the acquisition 
order and the service is converted to dial, 
it will be required to consider any request 
by the company to apply its appropriate 
exchange rates then existing based upon 
station availability. Washington Pub. 
Service Commission v. General Teleph. 
Co. of the Northwest, Cause No. U-8780, 
June 8, 1955. 


State Power Commission Restrained from Taking over 
Dam Project of Utility District 


UTILITY district of the state of Wash- 

ington, contemplating building a 

dam on the Columbia river, was granted 

an injunction restraining the state power 

commission from pursuing an application 

to the Federal Power Commission for a 
permit and license to build the dam. 


The Issue 


The substantive issue confronting the 
court was whether the district had secured 
any prior legal rights in the project by 
passing a resolution adopting it and by 
instituting condemnation proceedings be- 
fore the commission applied to the FPC, 
so that the state commission could not 
thereafter supersede the district in its 
pending project or impair its rights in the 
premises. Upon construing the applicable 
state statutes, the court determined the 
question in favor of the district. 


The Right and Power of the District 


The court observed that while the 
right of the district to construct the dam 
derived from the resolution and the con- 
demnation suit, its power issued from 
statute provisions. The issuance of an 
FPC permit was prerequisite to the ex- 
ercise of that power and right, but only 
because of the navigable character of the 
Columbia river; the permit itself could in 
no way create the power and right to 
undertake the proposed construction. 

Thus, the requisite power being lodged 
in the utility district, and its rights in the 
matter being prior to the state commis- 
sion, the court decided the case in favor 
of the district and affirmed the granting 
of the injunction against the commission. 
Public Utility Dist. No. 2 of Grant Coun- 
ty, Washington v. Washington State 
Power Commission et al. 280 P2d 264. 


Mortgage Indenture Changes Disapproved 


ome California commission declined to 
authorize two gas companies to make 
certain changes in their mortgage inden- 
tures. The proposed changes were re- 


AUGUST 18, 1955 


quired, according to the applications, in 
order to facilitate future financing and to 
relieve the companies of certain provisions 
in the indentures that had become unduly 
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burdensome with the passage of time and too inflexible to meet the needs of the 
with changed conditions. companies. It was observed that the ap- 
plicants had not been able in the past to 
Bond Issuance Limitation Too Inflexible hold their debt ratios below 50 per cent 
and might be obliged, therefore, should 


Three of the four proposed changes the proposed restriction be approved, to 
were concerned with the increase of the resort to higher cost financing when in 
annual cash sinking fund, the diminution need of additional capital funds. 
of payments required for maintenance Since the commission could not give its 
and sinking funds, and the determination approval to the last proposed change in 
of sinking-fund requirements for future the indentures and since, moreover, the 
bond issues. To these proposals the com- four proposals were, as a practical matter, 
mission found no objections. But the inseparable, the commission was com- 
fourth one, limiting the right to issue pelied to deny the applications in their 
bonds to a total value not exceeding 50 entirety. Re Southern California Gas Co. 
per cent of the capitalization, the commis- et al. Decision No. 51571, Application 


sion rejected on the ground that it was Nos. 36912, 36916, June 9, 1955. 
7 


Civil Aeronautics Board Orders Subject to Presidential 
Approval Not Judicially Reviewable 


— United States court of appeals transportation has been settled. Since such 


declined, for want of jurisdiction, to orders are subject to approval by the 
review an order of the Civil Aeronautics President, they cannot be reviewed judi- 
Board relating to applications by an air- cially. 
line company for authority to conduct air Although the company urged that it 
cargo service between the United States merely attacked the order denying its par- 
and foreign points. The company had re- ticipation in the proceedings, the effect of 
quested that the board sever certain por- that position was to call in question, for 
tions of an application then pending and procedural irregularity, the validity of the 
consolidate that one with others also be- order which went to the President. In this 
fore the board. The request being denied, view of the matter the court concluded 
a petition for review was made to the that the case fell within the rule barring 
court. Citing controlling cases, the court judicial review and, therefore, dismissed 
said the question of reviewability of orders the company’s petition. United States 
of the board involving applications of air Overseas Airlines v. Civil Aeronautics 


carriers to engage in overseas and foreign Board, 222 F2d 303. 


3 


Pipeline Certificate Awarded without Proof of 
Financial Arrangements 
_ Kansas supreme court affirmed a thority to transport gasoline and other 


commission order awarding a certifi- petroleum products. Evidence supporting 
cate to a pipeline company seeking au- the application indicated that no other 
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pipeline was engaged in the transportation 
of petroleum products in the area. 


Need for Contracts 


Opposition to the application came 
from a corporation which was engaged in 
transporting petroleum products by truck. 
It contended that in similar cases federal 
commissions had held up the certificate 
until it had been shown that the applicant 
“had enforceable legal contracts with the 
parties with whom it would transact busi- 
ness and also showed that it had financial 
arrangements completed for the construc- 
tion and management of its transmission 
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line.” The court did not find that under 
the laws of the state of Kansas such proof 
was necessary. 


Legislative Question 


To a claim that these practices should 
be adopted by the commission, the court 
replied that it had “no occasion to decide 
whether the state or the federal practice 
is more desirable—perhaps there is some 
advantage in each.” In any event the ques- 
tion is one for the legislature and not for 
the courts. Warren Petroleum Corp. v. 
Kansas State Corp. Commission, July 6, 
1955. 


Security Issues Authorized Despite Ratio Problem 


HE Wisconsin commission authorized 

a telephone company having assets of 
nearly $20,000,000 to issue $200,000 par 
value of common stock, $1,000,000 par 
value of preferred stock, and $1,000,000 
principal amount of first mortgage bonds 
in order to secure funds to pay short-term 
bank loans and notes, and to pay for ad- 
ditions to plant. 

It appeared that the new issues would 
reduce the ratio of common stock equity 
from 40.1 to 36.5 per cent, would increase 
the ratio of preferred stock from 15.6 to 
19.1 per cent, and would maintain the 
existing bond ratio. Although the commis- 
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sion observed that the preferred stock 
ratio was higher than desirable, it did not 
disapprove that issue since it understood 
that with further financing of the com- 
pany’s construction program more com- 
mon stock would be issued from time to 
time and ratios thereby would also be 
improved. 

Finding that the proposed issues com- 
plied with the state laws and that reason- 
able protection was afforded to the pur- 
chasers of the securities and to the public, 
the commission gave its approval to the 
program. Re General Teleph. Co. of W1s- 
consin, 2-SB-607, July 19, 1955. 


Restraint on Commission Investigation Denied 


HE supreme court of Colorado, in 
upholding a lower court, denied a 
common motor carrier a writ of prohi- 
bition to restrain the commission from 
proceeding with an investigation of alleged 
violations by the carrier of its permit to 
operate. 
The court considered the applicability 
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of certain state statutes governing the 
judicial enforcement of final orders of the 
commission and determined that the com- 
mission did not exceed its jurisdiction in 
proceeding of its own accord with the in- 
vestigation. Aside from the ample power 
conferred upon the commission by statute 
to act in the matter, the court asserted 
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that the commission has inherent power to 
investigate alleged violations of permits 
issued by that body and to make its orders, 
subject to review as provided by law. The 
writ requested by the petitioner was pre- 
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maturely sought since the commission had 
as yet held no hearing nor made any ruling 
in the case. Eveready Freight Service, Inc. 


v. Colorado Pub. Utilities Commission, 


280 P2d 442. 


Political Boundaries Not a Factor in Rates or Service 


_— California commission, in author- 
izing a water company to increase 
rates for a certain district so as to produce 
a return of approximately 6 per cent on 
an average depreciated rate base, com- 
mented at length upon one of the protest- 
ing party’s contentions. 

The city of Chico had taken the posi- 
tion that the commission should specify 
zone rates in which the incorporated city 
limits would be adopted as boundaries, 
with one level of water rates applicable to 
service within city and another level ap- 
plicable to service outside city boundaries. 

The commission reiterated its stand that 
no distinction, without other controlling 
reasons, should be recognized either in 
rates charged consumers or in rules gov- 
erning service to them by reason of the 
fact that a political boundary, such as that 
determined by the limits of a city, sepa- 
rated one consumer from another. If such 
a distinction were to be made, the com- 
mission pointed out, political rates, rather 
than service rates, might soon follow— 
a condition abhorrent to the general pub- 
lic interest and to the clear mandate of 
law that no unreasonable discrimination 
shall exist. 


Since its inception, the commission 
said, it had studiously avoided placing 
arbitrary and frivolous restrictions and 
delimitations upon rates and service to 
public utility consumers. City limits are 
boundaries which could change without 
any relationship to the utility facilities 
used and useful in serving the public. The 
protesting city itself had had 26 boundary 
changes in the past three years. 


Cost of Service 


The city had also contended that much 
of the increasing cost of service was at- 
tributable to increased construction cost 
of recent plant additions outside the city 
as compared with the cost of the older por- 
tions of plant within the city. The com- 
mission noted that utility plant inside the 
city was not static. Every extension, every 
reinforcement, every replacement, and 
each operating service rendered in the city 
were at increased costs also. The record 
did not permit a conclusion that outside 
operations were substantially more than 
inside ones. Re California Water Service 
Co. Decision No. 51634, Application No. 
35961, July 5, 1955. 


Full-period Exclusive-line Telephone Service 
Is a Utility Function 


COMMISSION order directing a tele- 
phone company to join with other 
companies in providing continuous ex- 
clusive-line service to a motor transporta- 


tion company as soon as necessary facil- 
ities were available was affirmed by the 
Ohio supreme court. Judge Stewart dis- 
sented, however, and pointed out that he 
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did not consider it within the commis- 
sion’s power to order a telephone com- 
pany to furnish a “glorified intercommu- 
nications system” for one business. 


Nature of Service 


The court’s function on appeal was to 
determine whether the commission’s order 
requiring the service was unreasonable or 
unlawful. The answer to this question, 
the court said, requires that three ele- 
mental determinations be made: (1) Is 
the furnishing of the type of service a 
public utility function? (2) Does the ex- 
istence of a public need for this type of 
service require companies, having proper 
location and adequate facilities, to fur- 
nish a continuous line of communication 
for the purpose of providing the service? 
(3) In this particular case, under all the 
facts and circumstances in the record, may 
the furnishing of the service be required? 

The company vigorously contended that 
the first question should be decided in the 
negative, that an order requiring it to fur- 
nish what it claimed was a nonutility 
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service constituted a taking of property 
without due process of law. Most of the 
opinion concerned itself with this ques- 
tion. The court conceded that under the 
state Constitution a commission could not 
require a utility “against its will, to turn 
over to private persons for their private 
use and benefit the exclusive control and 
use of a portion of the utility private 
property.” No reported cases were found 
which settled the question as to the utility 
status of the service, but the court, after 
considering the growth in use and demand 
for private line service, ruled that it was a 
public utility service. 


Public Need 


The court concluded its opinion with a 
finding that there was a real need for the 
service requested by the transportation 
company and that the commission was 
justified in making the order directing 
that service be provided as soon as facil- 
ities were available. Chillicothe Teleph. 
Co. v. Ohio Pub. Utilities Commission, 
126 NE2d 917. 


Denial of Service Extension Held Not Supported by 
Commission Findings 


5 Nm supreme court of errors of Con- 
necticut held that a commission order 
denying an extension of electric service 
was not supported by the findings. The 
commission had found that the requested 
extension would unreasonably burden ex- 
isting customers and that the cost would 
be disproportionate to the benefits re- 
ceived. 

Such findings, held the court, did not 
demonstrate that the extension would re- 
sult in confiscation or impose a discrim- 
inatory rate upon the company’s other 
subscribers. The need and cost of an ex- 
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tension, the expected return, the effect 
upon the company’s revenues, and the ad- 
vantage the public will derive are the fac- 
tors which enter into a determination of 
the reasonableness of a demand for an 
extension. 

Although an electric company has no 
inherent right to expect all extensions to 
be remunerative, a state cannot require the 
utility to make excessive expenditures for 
extensions which would compel the com- 
pany to devote its property to public use 
without just compensation. 

Under the applicable statute, the com- 
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mission, to refuse to order an extension, 
had to find facts from which it could 
logically be concluded that the extension 
would amount to a confiscation of the 
company’s property or a discriminatory 
rate for other subscribers. The court 
could then, on appeal, determine whether 
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the commission acted in an arbitrary or 
illegal or unconstitutional manner. There 
were insufficient facts to support such a 
determination. The case was referred back 
to the lower court. Cedar Island Improv. 
Asso. et al. v. Clinton Electric Light & 
P. Co. et al. 114 A2d 535. 


Discontinuance of Telephone Toll Line Authorized 


a company was authorized 
by the Missouri commission to dis- 
continue a toll line. The evidence was un- 
disputed that the line, which was in a bad 
state of disrepair, was being operated at 
a loss. 

There was no showing that a com- 
pletely rebuilt line with dial terminating 
equipment would produce substantially 
more revenue. A rebuilt line would mean 
an even greater future loss to the tele- 
phone company. 

The Missouri commission did not 
believe it was good business or in the pub- 
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lic interest to make the customers bear 
the present and inevitable future loss, if 
the discontinuance was denied. 

The line had originally been built to 
afford a physical connection with a mutual 
telephone system. With respect to the 
company’s duty as a public utility to con- 
tinue rendering service, the commission 
held that no duty existed on the part of 
the regulated utility and that the commis- 
sion had no jurisdiction to order a physical 
connection with a nonregulated mutual 
system. Re Fidelity Teleph. Co. Case No. 
13,075, June 24, 1955. 


Three-factor Allocation Formula Adopted for 
Water Company 


6 hms allocation of a water company’s 
expenses to its various districts, al- 
though of little dollar-wise influence in 
the case at hand involving one district, 
was considered important by the Cali- 
fornia commission as a matter of prin- 
ciple with respect to the company’s opera- 
tions as a whole. 

The commission’s staff had used an 
allocation formula based upon four fac- 
tors; that is, the staff used the average 
percentage resulting from the relation of 
(1) district employee payroll, (2) num- 
ber of district customers, (3) district 
capital, and (4) relationship of total of 
direct district operating expenses before 


taxes and depreciation to over-all opera- 
tions. The company used a 3-factor formu- 
la which included (1) the number of dis- 
trict employees and factors (2) and (3) 
above, but excluded the fourth factor. The 
company claimed that its position was 
somewhat unique in that it had among its 
twenty-one districts some systems whose 
water supply was solely from wells, some 
whose total supply was purchased water, 
and some systems where one was supple- 
mented by the other. 

The reasonableness of any allocation 
formula, or of any specific factor within 
a formula, resolves into one of judgment, 
commented the commission. Neither the 
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3-factor nor the 4-factor formula ap- 
peared to be unreasonable as applied to 
the particular utility. In the light of the 
evidence, the commission concluded that 
a 3-factor formula including (1) district 
employee payroll, (2) number of district 
customers, and (3) district capital should 
be used for rate-making and financial re- 
porting purposes of the company. 

The commission pointed out that the 
formula adopted had the advantage of 
relative stability in that the allocation of 


Merger and Issuance 


HE Wisconsin commission approved 

a plan of merger for a holding com- 
pany and its operating gas subsidiary, and 
authorized the surviving company to is- 
sue debentures and new common stock. 
The merger plan was submitted at the in- 
stance of the Securities and Exchange 
Commission, which was interested in 
eliminating the holding company system. 

The plan contemplated that the surviv- 
ing company would become owner of all 
of the property, assets, and franchises of 
the two companies and would at the same 
time become subject to all of their liabil- 
ities. 

The survivor would be a public util- 
itv and a public service corporation, whose 
capital stock would be owned by indi- 
vidual stockholders. 

On a total combined capitalization of 
the two merging companies of approxi- 
mately $2,700,000, the plan provided for 
the issuance of $500,000 principal amount 


Debenture Issue for Nonstate Purposes 
Not Regulated by State 


" [ ‘HE Missouri commission decided, 
upon application by the Western Un- 
ion Telegraph Company for approval of 
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general expenses would not widely fluctu- 
ate because of variations in climatic con- 
ditions and the resulting variations in 
amounts of purchased water, nor be im- 
portantly influenced by the timing of rate 
proceedings. It would also permit the com- 
pany to standardize its rate application 
accounting with that used in the prepara- 
tion of annual district reports. Re Cali- 
fornia IVater Service Co. Application No. 
35959, Decision No. 51618, June 28, 


1955. 


Securities Authorized 


of 4% per cent debentures and 16,654 
shares of common stock, $10 par, esti- 
mated to sell for about $16 a share. With 
the proceeds from the sale of these secu- 
rities, the debt obligations of the two old 
companies were to be paid, thereby reduc- 
ing the debt ratio from 59.8 per cent on 
a combined capitalization to 55.7 per cent 
on the capitalization of the surviving com- 
pany. The new common stock equity 
would be correspondingly increased. Also, 
under the plan, a 3 per cent annual debt 
reduction program was to be undertaken. 

The commission expressly found that 
the proposed operations and undertak- 
ings of the surviving company afforded 
reasonable protection to the purchasers of 
the new securities. Finding further that 
the proposed merger was consistent with 
the public interest, the commission ap- 
proved the plan. Re Wisconsin Southern 
Gas Co. and Wisconsin Southern Gas Co., 
Inc. 2-SB-606, July 5, 1955. 


an issue of debentures, that it had no 
jurisdiction over the matter. While the 
applicant is a foreign corporation operat- 














ing interstate, it also does an intrastate 
business in Missouri. 

None of the funds obtained from the 
issue, however, was to be expended to 
acquire property, construct or improve the 
company’s facilities within the state, or to 
discharge or refund obligations incurred 
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for such purposes. These facts, the order 
declared, under the statute law of the 
state, deprive the state commission of 
jurisdiction over the issuance of the de- 
bentures by the telegraph company. Re 
Western U. Teleg. Co. Case No. 13155, 
June 21, 1955. 


“Piggyback” Service on the Wabash Approved 


HE Missouri commission decided 

that railroads may carry motor trail- 
ers on flatcars (often described as piggy- 
back service) without specific authoriza- 
tion. The commission also found that the 
rates proposed by the Wabash Railroad 
for this service would be proper when 
amended pursuant to commission direc- 
tion. 


Motor Carriers’ Contention 


Motor carriers intervening in the pro- 
ceeding contended that the service was 
actually a motor carrier service and re- 
quired a certificate from the commission. 
This contention was based in part on a 
section of the state Constitution declar- 
ing railways to be public highways. The 
motor carriers reasoned that the service 
offered involved the transportation of 
property by motor vehicle, the semitrail- 
er, for hire upon the public highways and, 
therefore, should be certificated. The com- 
mission ruled that such construction of 
the service was not practical and was not 
intended by the framers of the Constitu- 
tion and the statutes. 
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Status of Service 


When the trailer is loaded on a flat- 
car, the commission continued, the flat- 
car becomes the transporting vehicle and 
the trailer is nothing more than a wheeled 
freight container. The service should 
properly be classified as a railroad trans- 
portation service and not as a common 
carrier service by motor vehicle. 


Rate Comparison 


‘“Piggvback” service is nothing new, 
the commission said, having been insti- 
tuted in 1926, but it has become increas- 
ingly widespread in the last year or so. 
The service is comparable to truck serv- 
ice and the railroad justified its rates 
solely on the ground that they were com- 
parable to truck rates. The commission 
held that the rates suggested would not 
give the railroad an undue competitive ad- 
vantage over motor carriers and that the 
rates were not in excess of reasonable 
maximum rates. Re ]Vabash R. Co. Local 
Freight Tariff 19808, Case No. 12,995, 
May 5, 1955. 


Carrier Authority Limited by Food Preservation 
Distinction 


, I ‘HE United States district court, in 
upholding an Interstate Commerce 
Commission order, decided that a motor 
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carrier having authority to transport 


“canned fruit and canned fruit juices” 


did not have authority to transport frozen 
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fruits and frozen fruit juices requiring 
refrigeration for preservation, though for 
convenience they were packaged in cans. 
The word “canned” as used in the 
certificate was interpreted by the commis- 
sion as referring to the process of preser- 
vation and not to the kind of container 
used. The court in sustaining that inter- 
pretation declared that it must confine it- 
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self to the interpretation placed by the 
commission upon a certificate issued by 
that body, unless it could be shown, as it 
was not in this case, that such interpreta- 
tion is capricious or arbitrary, constitutes 
an abuse of discretion, or does violence to 
some established principle of law. Mc- 
Dowall Transport, Inc. v. United States, 
130 F Supp 681. 


Reduced Power Rates for Agricultural Area Suffering 
Economic Adversities 


| en California commission suspended 
permanently power rate reductions 
filed by an electric utility and intended to 
apply to a limited group of large cus- 
tomers in an agricultural area suffering 
substantial economic adversities. A more 
moderate substitute plan for reduced pow- 
er rates was authorized. 


Proposed Rate Reductions Unfair 


The economic need for a reduction of 
such rates in the area was shown, and the 
utility testified that it could expect a seri- 
ous load loss unless relief were allowed. 
However, since the company’s proposed 
schedule would benefit only a limited 
group of large customers, the commission 
considered it unreasonable and unfair to 
other customers. In taking this position 
the commission said it recognized, in ad- 
dition to the cost factor, the historical, 
service, and other factors involved. The 
opinion further indicated that special rate 
treatment would not be given to large 
customers, in contrast to small ones, un- 
less the load characteristics should war- 
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Court Upholds ICC Order 


HE United States district court de- 
nied the state of North Carolina an 
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rant such very special consideration. 


Temporary Rates with Conjunctive 
Billing 

Observing, however, that the last rate 
increase had affected the group now 
sought to be aided more harshly than it 
bore upon other customers, the commis- 
sion was disposed to permit relief to off- 
set that effect. Therefore, the utility was 
authorized to file at its election, as a tem- 
porary expedient extending for a period 
of two years, a schedule of power rates 
similar to the schedule then in effect, but 
with a conjunctive billing feature added. 
Although the commission did not favor 
conjunctive billing as a permanent rate 
feature by reason of its discriminatory 
nature, it thought the measure was justi- 
fied on the special facts of the case. The 
commission intended that the new sched- 
ule and its billing feature should just off- 
set the undue hardship occasioned by the 
last S 


E. Co. Decision No. 


rate increase. Ke Pacific Gas & 
51555, Case No. 
5640, June 7, 1955. 


Raising Intrastate Rates 


injunction against an Interstate Com- 
merce Commission order authorizing rail- 

















roads in that state to increase intrastate 
freight rates so as to eliminate discrimina- 
tion found to exist by reason of a sub- 
stantial disparity between intrastate and 
interstate rates. The state maintained that 
no sufficient evidence was shown to sup- 
port the finding of discrimination on 
which the order was founded, but the 
court decided that the evidence was fully 
adequate for that purpose, and upheld the 
order in its entirety. 

A further contention by the state that 
the commission could not act in the matter 
while similar proceedings for rate in- 
creases were pending in the state courts 
was dismissed by the district court, which 
pointed out that, under the authority con- 
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ferred by the Congress, the federal com- 
mission could not be delayed in the dis- 
charge of its duties by proceedings before 
state courts or commissions. 

Finally, the proposition was advanced 
that costs of the two classes of service 
must be shown separately, in order to 
sustain a finding of discrimination by rea- 
son of rate differentials. The court de- 
clared that such a showing is impractica- 
ble and unnecessary where, as in this case, 
intrastate and interstate traffic moves, as 
a whole, under substantially similar con- 
ditions, and the costs involved are in- 
extricably intermingled. North Carolina 
et al. v. United States et al. 128 F Supp 
718. 


Shipments of Mixed Interstate and Intrastate Oils 
Held Subject to Interstate Rate 


6 Bax court of civil appeals of Texas 
has affirmed a lower court decision 
that railroad shipments of oil wholly with- 
in that state were, nevertheless, inter- 
state in character and therefore subject to 
interstate rates. 

It appears that oil from out of the state 
was transported by pipeline into the state 
where, before being further shipped by 
rail to other points within the state, it was 
so mixed and commingled with intrastate 
oil that their proportions in the tank cars 
could in no way be ascertained. More- 
over, some of the interstate oil was tem- 
porarily stored in the state before ship- 
ment by rail. 

While the railroad showed that the oil 
company had itself made out the bills of 
lading specifying the interstate rate and 
reciting in many instances that the trans- 
portation was interstate, the oil company 
insisted that its mistake in that regard 
was not binding and pointed out that the 
railroad shipments took place wholly 
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within the state. On these facts the oil 
company claimed that the intrastate rate 
should have been charged for the rail- 
road transportation and sought to recover 
the difference between that rate and the 
higher interstate rate actually charged. 

The court, however, did not find these 
contentions of the parties determinative 
of the case, but declared that the essen- 
tial character of the commerce itself, as 
shown by the facts, determines whether it 
is interstate or intrastate. 

The railroad transportation of the in- 
terstate oil was regarded, in effect, as a 
continuation of the pipeline movement— 
a segment of an interstate movement; 
and, because of the commingling of the 
interstate and intrastate oils to such an 
extent that they could not be segregated 
or their proportionate amounts deter- 
mined, the court decided that the inter- 
state rate must apply to the whole. Hum- 
ble Oil & Refining Co. v. Texas & P. R. 
Co. 275 SW2d 824. 
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Other Recent Rulings 


Redemption Premiums Amortized. The 
Federal Power Commission authorized an 
electric company to amortize redemption 
premiums associated with the refunding 
of first mortgage bonds over a period sub- 
sequent to the date of redemption by an 
immediate debit to Account 531, Amorti- 
zation of Debt Discount and Expense, of 
an amount equal to the reduction in income 
taxes resulting from the refunding trans- 
action and by equal monthly debits to the 
same account over a specified period of 
time of amounts equal to the net monthly 
reduction in interest resulting from the re- 
funding transaction. Re Metropolitan Edi- 
son Co. Docket No. FE-6602, May ER 


1955, 


Depreciation Accrual. An annual de- 
preciation accrual rate of 1.5 per cent was 
considered more reasonable for a munic- 
ipal water plant by the Indiana com- 
mission than the existing higher rate which 
had resulted in substantial overaccruals. 
Re City of Goshen, No. 24868, June 2, 
1955. 


Designation of Airport by CAB. The 
United States court of appeals held that 
the Civil Aeronautics Board was not pre- 
cluded from specifying, in a certificate, 
one airport which would best serve a des- 
ignated area where it concluded that the 
public interest required two or more con- 
tiguous cities to be served as a single point. 
City of Dallas et al. v. Civil Aeronautics 
Board et al. 221 F2d 501. 


Telephone Extension to Unallocated 
Areas. The Arkansas commission com- 


mented that it did not approve or condone 
extensions of telephone service into unal- 
located areas without prior approval, and 
an unauthorized extension into an area 
for which there already was an application 
for allocation pending before the commis- 
sion by another utility should be severely 
reprimanded. Re Southwest Arkansas 
Teleph. Co-op., Inc. et al. Docket Nos. 
U7-995, U-638, June 16, 1955. 


Land Grant Rate Not Applicable. The 
United States court of claims held that a 
shipment of goods made at the request of 
the War Department on Army bills of lad- 
ing for reshipment overseas and distribu- 
tion to civilian populations of liberated 
and occupied areas of Europe and Asia, 
pursuant to the rehabilitation program. 
was for civilian use within the provisions 
of the Transportation Act and, therefore. 
should have been paid for at the higher 
commercial rate rather than at the land 
grant rate. Atchison, T. & S. F. R. Co. v. 
United States, 130 F Supp 593. 


Grade-crossing Cost Apportionment. 
Apportionment of the costs of a grade 
crossing and allocation of future main- 
tenance costs between a railroad and the 
state highway commission was considered 
fair and reasonable by the Missouri com- 
mission, notwithstanding lack of benefit 
to the railroad, since the extent to which 
the presence of the railroad at the place 
enhanced the cost of the improvement was 
held to be the true basis for apportioning 
the costs. State Highway Commission of 
Missouri v. Thompson, Trustee, Missouri 
P. R. Co. Case No. 13064, June 13, 1955. 
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DELTA-STAR | Uni-Tray | Cableways 
for control and power cables, instrument piping 


Delta-Star’s new UNI-TRAY expanded metal 
cableways offer you improved support for 
your control and power cables, and instru- © ' : = 

ment piping. is See eeeS: i We2553552 





Meet all your requirements with UNI-TRAY 


The complete UNI-TRAY system provides | Bec ITOU ; “tes ww F&F 
standard fittings for any change of direct- ~ memes 
ion or offset in either horizontal or verti- Plane Elbow 












cal plane—all fittings needed to erect a q = oe 

complete “customized” installation. Covers @i2ii3: eeesss: Hite ‘ce 

are also available. 45° Horizontal "¢ 7s “~~ Straight 
eaucer 


Plane Elbow 





Sections are made of durable, non-cor- ~— 
roding expanded metal—a choice ofstand- wwhtts.-<s#* 
ard hot galvanized steel or aluminum. : 
Expanded metal improves the current rat- 





S = 










































ing of conductors, prevents collection of ess SE a 
water and dirt, is lightweight and strong. A Horizontal Plane Cross Horizontal Plane Wye nee a 
Installation is simple, requiring onlythe ~~ Outside Bend ve 
use of nuts, bolts and a wrench. Bs me 
The same exacting engineering, skilled ~~ ey a 
workmanship and quality materials for — 45° = 
which DELTA-STAR is famous go into UNI- By “5, Vertical Plane at Vertis vartical 
TRAY Cableways. That’s why you can de- © Bend bow—Iinside Bend © —Inside Bend 
pend on UNI-TRAYS to deliver best possible eZ BS p P 
performance. 7 Oy 
For complete information, see your near- Straight Tray to 80x prop-outFiting 





4 a End Blank 
by DELTA-STAR representative. Or, write paedane 


for Bulletin 68. 





For the best in electrical equipment —specify DELTA-STAR 





H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 
2437 Fulton Street * Chicago 12, Illinois 


District Offices in Principal Cities 
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@ a heox- mene mer- Um -TECK-mm\ Relela 
you'll need a 


new Power Plant 


. .. then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘‘Pioneering New Horizons” 
yours for the asking. 


Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET « CHICAGO 4, ILLINOIS 


Consulting Engineering @ Power Plant Design 

Purchasing and Expediting e Financial Advisory Service 

Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement \ 


fl 
Ml 
Valuation, Insurance, Rate and Business Advisory Service Dow hl SN 
} J X N 
\V iH 
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First Nuclear Power Plant 
With Private Funds 


COMMONWEALTH Edison Com- 
pany recently signed a contract with 
General Electric Company for the 
construction of a nuclear power plant 
to be built entirely with private funds 
at a cost of $45,000,000, it was an- 
nounced by Willis Gale, chairman of 
Commonwealth. 

The contract calls for the building 
of the 180,000-kilowatt boiling reactor 
plant which was announced on March 
31, 1955, when Commonwealth, on be- 
half of Nuclear Power Group, filed a 
proposal with the Atomic Energy 
Commission. 

The plant will be built on the II- 
linois waterway 47 miles southwest of 
Chicago. Its output will feed into the 
Commonwealth Edison system serving 
Chicago and Northern Illinois. 

The plant, to be owned and operated 
y Commonwealth, is co-sponsored by 


the developmental expense of the 
project. According to the announce- 
ment, it is the largest all-nuclear plant 
vet scheduled. 

Simultaneously, it was announced 
hat the eight sponsoring companies 
iad formally incorporated to carry 
ut the research and development part 
if the construction. 

The new corporation, Nuclear 
Power Group, Inc., succeeds an in- 
ormal organization of a similar name 
thich the participating companies 
lave maintained for the last two years. 
*hilip Sporn, president of American 
fas and Electric Service Corporation, 
Spresident of the new company. 


fe companies which are sharing in 
\ 
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Directors, representing the spon- 
ring companies, are: Philip Sporn, 
American Gas and Electric; S. D. 
Bechtel, Bechtel Corporation; T. A. 
Mhlink, Central Illinois Light Com- 
ny; Willis Gale, Commonwealth 
idison Company; Allen Van Wyck, 
llinois Power Company; H. B. 
Munsell, Kansas City Power & Light 
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Company; J. B. Black, Pacific Gas 
and Electric Company; J. W. Mc- 
Afee, Union Electric Company of 
Missouri. 

Of the $45,000,000 contract price 
of the nuclear plant, Commonwealth 
Edison will pay $30,000,000 while the 
Nuclear Power Group members will 
pay the balance of $15,000,000 as de- 
velopmental expense. 

The plant is scheduled for comple- 
tion by 1960. The actual construction 
work at the plant site will be preceded 
by extensive engineering and develop- 
mental work. 


New Unit Doubles Rockland Lt. & 


Pwr. Generating Capacity 
ROCKLAND Light and Power Com- 
uany, Nyack, N. Y., recently observed 
the activation of its third and largest 
electric generating unit with a four 
day open house program at Lovett 
plant. In raising the capacity from 48,- 
000 to 118,000 kilowatts, this new unit 
more than doubles the size of the 
plant. 

Culminating an eight year, $25,- 


000,000 construction project, this _ 





Industrial Progress 


new 70,000 kilowatt generating unit 
joins the company’s two 24,000 kilo- 
watt generators in a triumvirate of 
power planned during the middle 
1940’s to accommodate expected in- 
creased power requirements through- 
out its fast growing territory. Lovett 
plant, located on the Hudson river at 
Tomkins Cove and originally known 
as the Hudson steam plant, was re- 
named on June 19, 1953 in memory 
of the late Fremont L. Lovett, who 
had served for 26 years as general 
manager, vice president, director, and 
president of the company. 


Power on the Pole Movie 
A MOVIE showing how autoswitch 
capacitor equipment can be installed 
on a rural feeder line to correct 
periodic voltage drops is now avail- 
able at local apparatus sales offices of 
the General Electric Company. 

The eight-minute, full-color, 16mm 
sound film, “Power on the Pole,” 
shows the installation of a 300-kvar 
bank of capacitors on a rural line in 
upstate New York by the Niagara 

(Continued on page 28) 














business August 1, 1955: 


Security 


Preferred Stock, 4.50°% Co 
Common Stock ..... ; 


SHREVEPORT, 





Common and Preferred Dividend Notice 


July 20, 1955 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on Sep- 
tember 1, 1955, to stockholders of record at close of 


Preferred Stock, 5.50% First Preferred Series 
Preferred Stock, 5.00°%% Series... ..... 
Preferred Stock, 4.75°% Convertible Series. . 


TEXAS EASTERN O 


Amount 
per Share 


$1.37, 





Bro 


ecretary 


» < : Si 


LOUISIANA 






























































HELPS INDUSTRY 





perpetuate Savings in 


Power Engineers know they can prove right coal 
application by Burning tests. But your supplier is 
responsible for perpetuating the economies promised 
by these tests. You must rely on his resources, reserves, 
preparation facilities, stability and performance record. 
This is why Southern's shipments to industrial and power 
companies are constantly growing. Plant engineers have 
proved that every ton of Southern's quality 
controlled coal checks in size, clean-ness and burning 
characteristics with the trial run. They have found that 
Southern's wide-spread, diversified operations—14,000,000 
tons annual production—assure the right coal, washed, 
precision sized, laboratory tested for their specific 
application. Tremendous reserves protect 
future demands, and they depend on Southern’s 
fast, economical shipment of any required tonnage by 
rail or water anywhere in the mid-west. 


SEND FOR THIS FREE BOOK 


**Coal and its Combustion’’— written by Joseph Harrington, 
Southern’s eminent engineering counsel; noted authority on Coal; its 
chemistry, preparation, efficient utilization, storing and handling. 






GENERAL OFFICE: 333 NORTH MICHIGAN AVENUE ¢ CHICAGO 1, ILLINOIS 
OFFICES IN: LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
SINCLAIR COAL COMPANY, KANSAS CITY 5, MO., WESTERN REPRESENTATIVE 









INDUSTRIAL PROGRESS 


(Continued ) 






Mohawk Power Corporation. 

The film features details of the in. 
stallation and the autoswitch equip. 
ment and tells how such capacitors can 
improve power factor and release sys- 
tem capacity. 7 









Atlantic City Electric Company 
To Add Unit at Deepwater 
ATLANTIC City Electric Company 
will install an additional 20,000 KW 
turbo-generating unit and outdoor 
boiler at its Deepwater generating 
station to serve process steam and by- 
product electricity to the du Pont 

Company Chambers Works. 








According to Bayard L. England, 
president of Atlantic City Electric 
Company, the new boiler will produce 
high pressure steam at 550,000 
pounds per hour. This unit will be 
designed to meet the steam and elec- 
trical requirements of the E. I. du 
Pont de Nemours & Company. The 
Chambers Works, one of the largest 
chemical plants in the country, adjoins 
the Deepwater station near the New 
Jersey terminus of the Delaware 
Memorial Bridge. 

The new unit at Deepwater, which 
will be completed during 1957, marks 
the third time in 27 years that du Pont 
has requested expansion of the suc- 
cessful relationship with Atlantic City 
Electric. The first unit of 12,500 KW 
started operation in 1930 when the 
Deepwater plant was hailed as unique 
in public utility service. It was the 
first power plant in America designed 
as a “double purpose station” ; a facil- 
ity for an adjacent industry and for 
public use. 

Since then the company installed an 
additional 20,000 KW unit and a 
boiler capable of producing 550,000 
p.p.h. of high pressure steam in 1940 
and construction of The Greenwich 
generating station in 1952 to provide 
steam, by-product electricity and 
water pumping for the du Pont 
Repauno Works, near Gibbstown, 
New Jersey. 

Atlantic City Electric Company in- 
stalled an additional 75,000 KW turbo- 
generating unit at Deepwater Plant 
last year to provide for present ex- 
pansion in its entire service area. 


Walworth Co. Establishing New 
Research Division 
TO speed development of “nuclear 
plumbing”—valves and fittings de- 
signed for use in nuclear power sys- 
tems—the Walworth Company, 113- 
year-old manufacturer of valves and 
(Continued on page 30) 
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Our new five-day 


financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York’s 
financial community. 


These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 


In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 
WituraM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
MEMBER PEDERAL DEPOSIT [INSURANCE CORPORATION 
















fittings, is establishing a new Research 
and Development Division at Boston, 
Fred W. Belz, president, announced 
recently. 

Dr. Forest C. Monkman, Jr., of 
Boston, a specialist in metals testing 
and research and a graduate of the 
Massachusetts Institute of Tech- 
nology, has been named to head up 
the new Walworth research program. 

Objectives of the new program 
were announced by Mr. Belz as fol- 
lows : 

(1) The design and development 
of valves for use in nuclear reactors, 
reactor components and auxiliary 
equipment where valves must meet ex- 
treme temperatures, pressures and 
stresses. 

(2) The development and design of 
automatically controlled valves for 
applications in the general field of 
automation. 

(3) The evaluation and improve- 
ment of existing Walworth product 
processes—the base for the firm’s line 
of 50,000 valves and fittings. 

The new research laboratory is ex- 
pected to be in full operation by Oc 
tober. 


INDUSTRIAL PROGRESS—( Continued) 


G-E Announces Bulletin on 
Network Protectors 
“NETWORK Protectors for A-C 
Secondary Network Systems” is the 
title of a new General Electric bulle- 
tin. Designated GEA-2017E, the 28 
page bulletin covers all phases of A-C 
secondary networks. Illustrations in- 
clude numerous diagrams, charts, and 
photos of the units and their com- 
ponents, with detailed description of 
their operation. Also included are dis- 
cussions of fuses and relays in net- 

work protectors. 

Complete specifications of all types 
are included. 

Requests for the bulletin should 
be addressed to General Electric Com- 
pany, Schenectady 5, New York. 


Safety Performance Sets 
New Records 
WORKERS employed by member 
companies of the National Safety 
Council chalked up their eighth con- 
secutive year of record-breaking safe- 
ty performance in 1954. They had 
fewer on-the-job accidents in 1954, 
and the ones they had were less 

serious. 


Industrial injury rates for last year, 
released by the Council in advance of 
the 1955 edition of its annual statist). 
cal yearbook, “Accident Facts,” show 
a reduction in both frequency and 
severity of 1954 accidents as com- 
pared with 1953. 

Twenty-eight of the 40 basic in- 
dustry classifications reduced their 
frequency rates, and half of them re. 
duced their severity rates. 

The average accident frequency 
rate for employees in all industries 
submitting company reports to the 
Council, based on the number of dis- 
abling injuries per 1,000,000 man- 
hours, was 7.22 in 1954—a reduction 
of 3 per cent from the year before. 

The communication industry again 
led all others by turning in the lowest 
employee frequency rate. Its rate was 
1.30. Electrical equipment ranked sec- 
ond with 2.50. 

Communications also had the low- 
est severity rate, leading all other in- 
dustries with a rate of .13. Printing 
and publishing jumped from twelfth 
to second place with a 65 per cent re- 
duction—greatest improvement by 
any industry. Electrical equipment re- 
mained in third place. 








ADVANCE SHEETS 


OF 


PUBLIC UTILITIES REPORTS 


—_—_7--e—____ 


® In order to meet an increasing demand for faster reporting of full-text decisions 
of state and Federal regulatory commissions and of the courts on appeal from 
the commissions’ decisions, we inaugurated on June 3, 1955, a new service— 


Advance Sheets of Public Utilities Reports, Third Series. 


®& For those who wish to keep currently informed of the new concepts, rapid 
expansion and ever increasing problems in the field of public service regula- 
tion, these Advance Sheets, issued twice a month, will be found invaluable. 


Subscription price—$24. a year 


PUBLIC UTILITIES REPORTS, INC. 


Publishers 





309 Munsey Building, Washington 4, D. C. 
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Detroit Edison... 


“RESTORES 
SERVICE 
FASTER 


te * Ps, 





When a network bank goes out in this busy metropolis, power is 
obtained from other banks... but the disabled bank must be 
put back in service fast to prevent possible overload. With 

55 radio equipped cars and trucks out doing routine service 
work, one is usually just a few blocks away from the trouble. 
With Motorola 2-way radio, this crew is rushed direct to the 
scene, saving many precious minutes of travel time. 




















A Motorola pack set is used in locating In addition, thousands of dollars are saved every year with 
a cable fault by the sheath drop method Motorola radio in these six major fields of operation: 





7 For communications between mobile units and 
system supervisors. 


2 In the Underground Lines Department which handles 
the installation and maintenance of power, control, 
and communication cables. 


3 By the Fault Location Group in cable testing. 


¢ By the Substation Department which operates and 
maintains network banks. 


S By the Stores Department for use in handling certain 
strategic materials. 





This cable hauling truck is directed from job to job 6 By the Communications Division maintenance 
by the Underground Lines Department dispatcher. personnel. 


@eeeeeevevoeoeoeeoeoeoeoeeeeoeeoeeeeeeeeeeeeeeee ee ee 


NM oO 7 Oo og OL A Motorola consistently supplies more mobile and portable radio 


than all others combined. 





e 
W » Proof of acceptance, experience and quality. : 
-WAY RADIO : The only COMPLETE radio communications service— 
specialized engineering... product... customer service . 
MOTOROLA COMMUNICATIONS a ELECTRONICS, NC parts...installation...maintenance... finance... lease. 





a sussibiaay ORES “The best costs you less—specify Motorola’. 
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TURBINE COMBINATIONS 
FOR TOP EFFICIENCY 








EXAMPLE OF GAS TURBINE used in a combined gas-steam G-E GAS TURBINE PLANT shown below is devoted exclus- 
turbine cycle is shown below installed at a Southwestern ively to the development and manufacture of commercial 
utility. Use of gas turbine exhaust for feed-water heating gas turbines. General Electric gas turbines have over 
resulted in 15% improvement in station heat rate. 730,000 hours of operation to their credit—a world’s record. 
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EFFICIENCY GOES UP when this G-E steam turbine-gas turbine 

’ team goes into action. Here, exhaust gas from gas turbine is 
used as combustion air for steam boilers. Result is 7.5% im- 
provement in system efficiency. 


| NEW WAY TO 
IMPROVE HEAT RATE: 


G-E gas turbine exhaust used 


as boiler combustion 


When combined with a steam turbine in a 
generating plant, the G-E gas turbine can 
make a significant contribution towards 
over-all electric generating station effi- 


ciency and resulting economy. 


IN THE EXAMPLE AT LEFT, exhaust gas 
from the G-E gas turbine, which retains 
over 80@% of its original oxygen, is used as 
pre-heated combustion air for fuel-fired 
steam boilers. The gas turbine itself drives 
a generator in parallel with the main tur- 


bine-generator. 


TAKE A 6000-KW GAS TURBINE, for ex- 
ample. It provides all the combustion air 
required for a boiler supplying 1250-psig, 
950 F steam for a 40,000-kw condensing 
steam turbine. Net heat rate for such a 


air 


plant would be 10,760 Btu/kwh as con- 
trasted to 11,630 Btu/kwh for a steam 
plant without a gas turbine. The improve- 
ment is 7.5 per cent. 


IN DOLLARS AND CENTS, that represents 
a $420,000 per year saving as a result of 
using a gas-steam turbine cycle (based on 
70% plant factor, 15% gross fixed charges, 
and 25¢ million Btu for fuel). 


SIMILAR ECONOMIES ARE obtainable 
with other gas-steam turbine cycles. For 
details on the arrangement most useful to 
you, contact your G-E Apparatus Sales 
Representative, or write for Bulletin 
GER-1026. Address Section 261-5E, Gen- 
eral Electric Company, Schenectady 5, 
New York. 


Progress /s Our Most Important Product 


GENERAL @@) ELECTRIC 









Here’s Proof of Performance... 











901 of 912 pressure-creosoted poles 
still standing in this 27-year-old line 


Duke Power Company, Charlotte, N. C. 
—supplying power to 40% of the nation’s 
textile spindles—has been using pressure- 
creosoted poles since 1913. Careful records 
kept by Transmission Engineer M. E. 
Kimbrell show an extremely low rate of 
pole failure. 
















A 17.4-mile transmission line between 
Elkin and North Wilkesboro, N. C. was 
erected in 1928 with 512 pressure-creo- 
soted poles. Today, 501 of these poles are 
still in service in their original locations. 






























Pressure-creosoted poles which Duke 
Power Company is obtaining today not 
only meet the requirements for long life, 
but high standards of pole cleanliness as 
well. 


Your pressure-treater can supply you 
with poles that meet these requirements, 
especially if he uses USS Creosote. It’s 
a uniform preservative, made to give uni- 
formly good results. For complete infor- 
mation, contact our nearest Coal Chemical 
sales office listed below or write directly 
to United States Steel Corporation, 525 
William Penn Place, Pittsburgh 30, Pa. 





f 


One of the 27-year-old pressure-creosoted poles 
in Duke Power Company’s tr ission line be- 
tween Elkin and North Wilkesboro, N. C. 








You can obtain clean pressure-creosoted 
poles upon specification without sacrificing 
pole service life. 











USS 
CREOSOTE 


SALES OFFICES IN 


PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, 
SAN FRANCISCO AND FAIRFIELD, ALA. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











fi % Standby 
‘© % Augmentation 
%* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRAKE & TOWNSEN 1B) 11 WEST 42ND STREET NEW YORK 36,N. Y. 







PROPANE PLANTS 


‘wcoe, 








THE FLUOR CORPORATION, LTD. 


Engineers « Constructors * Manufacturers 


LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago ¢ Houston e San Francisco « Tulsa * Philadelphia ¢ Toronto « Calgary « Denver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


ford, Bacon & Davis 


VALUATION En in CONSTRUCTION 
REPORTS G CCTs RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS *CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 
5 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studres 


Traffic Surveys—Fare Analyses 
55 Liberty Stree New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNIGHTLY—It identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 ITOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








See Rul pia n loyowlion 
oe a Coen STRUCT Odo 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 

ii Utility Management Consultants Specializing in REGULATORY 

WATER ~ COST ANALYSIS “PROBLEMS 
for past 35 years 

Send for brochure: ''The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 

















CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 

Gas Turbine Installations 


80 FEDERAL STREET see BOSTON 10, MASS. 











Mention the FortniGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 


Corporate Practices * Ac ting © Bud Fi ing * Taxes * Stock Transfer * Appraisals * Valuations * Economic 


















Organization « 


Analysis « Cost of Money Studies * Depreciation Studies ¢ soe Bi ag sed Planning ¢ Industrial Engineering * New Business © Rates © Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE e CHICAGO 6, ILLINOIS 












Pioneer —— —_ Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 


Chicage 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 























Whitman, Requardt and Associates 
Publishers of the 35-year-old 












DESIGN — SUPERVISION HANDY.WHITMAN INDEX 
REPORTS — VALUATIONS isatianen tha toads 





Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








1304 ST. PAUL STREET 

















Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








Abram$/Aerial Survey 
Loporation 


Topographic and Planimetric Maps 
Mosaics, Plans G Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utslity Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 


Peter F. Loftus 


CO,RP:O RAFT Gam 


DESIGN AND CONSULTING ENGINEERS 
Electrical * Mechanical * Structural 
Civil * Th dy ic * Architectural 


FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA 























ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 








LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELEctRrIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 





Mention the FortnicHtLy—It identifies your inquiry 
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NM. W. KELLOGG 









FLEXIBILITY 






ANALYSIS 






TECHNIQUES 






KEEP PACE 





















Increasingly high pressures and temperatures in central power 
stations call for increasingly accurate determination of the stresses 
' and reactions of main and reheat piping. Thorough flexibility 
analysis eliminates the necessity of providing an excessive safety 
factor by overdesigning. This means shorter pipe runs—which de- 
crease capital investment and increase operating efficiency. 

M. W. Kellogg’s special stress analysis group employs two basic 
techniques: (1) The general analytical method, involving develop- 
ment and solution of the requisite simultaneous equations for 
determining forces and moments in the piping system—calculated 
either manually or by an electronic computer; and (2) the unique 
Kellogg Piping Model Tester—which accurately simulates the 
operation of the most intricate piping systems under temperature. 

The stress analysis group, originally formed in 1932, has become 
an integral function for many of M. W. Kellogg’s power piping 
customers. The group is also available on a consulting basis. A 
recent booklet describes in detail Kellogg’s various techniques for 
piping flexibility analysis. Copies are available on request. 











FABRICATED PRODUCTS DIVISION 
THE M. W. KELLOGG COMPANY, 225 BROADWAY, NEW YORK 7, N.Y. 


The Canadian Kellogg Company, LtJ., Toronto « Kellogg International Corporation, London 
SUBSIDIARIES OF PULLMAN INCORPORATED 
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POWER PIPING-—-THE VITAL LINK 
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A shipment of 5-Kvar residential secondary 
capacitors leaves one of General Electric’s 
45 district warehouses. 


District warehouse capacitor stocks are 
regularly augmented by pre-scheduled car- 
load shipments from the factory. 
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45 G-E warehouses can give you fast 
service on last minute capacitor orders 


immediate delivery from stock assists you in 
meeting mushrooming air-conditioning loads. 


When you need capacitors in a hurry, a phone call puts a country-wide 
network of 45 G-E warehouses at your service. Large stocks of stand- 
ard ratings of G-E capacitors are on hand at all times in most ware- 
houses. This assures you of fastest possible delivery of capacitors to 
meet your low power-factor load needs. 


NEW G-E AUTOMATIC WAREHOUSE STOCK REPLENISHING PLAN has 
greatly reduced shipment time since inaugurated last year. By fore- 
casting your needs, local G-E district personnel are able to order stocks 
of the most frequently used units and equipment—in advance. This 
plan provides the increased flexibility to warehouse operation that is 
necessary to meet your seasonal capacitor requirements. 


GENERAL ELECTRIC OFFERS A COMPLETE LINE of capacitor units and 
equipment: Open and enclosed equipment for bulk kilovar supply, fixed 
and automatically switched banks for distribution feeders, secondary 
network units for cities, and residential units for urban areas. 


For current shipment schedules in your area, check with your local 
G-E Apparatus Sales representative. General Electric Company, 
Schenectady 5, N. Y. 441-15 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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